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Overview

In 1980 Chile's military government (1973-90) launched a profound, market-based, education re-

form. Its objective was to promote greater efficiency through administrative decentralization, capi-

tation-based financing, labor deregulation and open competition between public and privately ad-

ministered schools. Ten years later, the first govemment of the democratic transition adopted a

new education strategy aimed at reorienting public investment toward greater quality and equity

while maintaining most of the previous administrative and funding framework. This focus has been

sustained and deepened in recent years through the introduction of the Full School Day (FSD) re-

form in 1996. These reforms,' all recognized as cutting-edge at the time they were adopted, are

being implemented in a country which, while at the doorstep of the OECD, is still in many ways, a

traditional, highly structured and inequitable society.

The reform waves of the 1990s are interesting not only in the vision and persistence of the coun-

try's education policymakers, but also in the unflinching and growing political support they have

mobilized from the top levels of the democratic coalition government. Today, education isand is

presented asthe Chilean governments top priority, a cornerstone of the nation's development

aspirations to fight poverty and to improve income distribution. By consolidating and formalizing

the process of change begun in 1990 into the FSD reform, Eduardo Frei positioned himself as "The

Education President," partially tying the fate of his center-left coalition to success in education.

Chile's basic education system comprises eight years of primary school (compulsory) plus four

years of secondary school (non-compulsory). The average number of years of formal education is

By comparison with other middle-income countries, Chile is at a relatively advanced stage of edu-

cational development: universal coverage was practically achieved in the mid-1960s in basic edu-

cation; the enrollment ratio3 today is 30.3 percent for pre-school, 87 percent in secondary educa-

tion and 26 percent in tertiary education.

1 To avoid confusion, each phase of change or reform discussed will be dated or otherwise qualified: (1) the
1980 pro-market reforms; (2) "the change process" of 1990-96; and (3) the 1996 FSD reform. The Chilean
authorities only distinguish two waves of reformthe 1980s and the 1990swith phases two and three form-
ing a continuum.
2 CASEN (Household survey) 1998.
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Chart 1: Variation of Enrollments by Type of School (%)

Public/municipal
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Source: Division of Planning and Budget, MINEDUC.

Note: Public schools were transferred to municipal governments over the 1981/86 period, with a slowdown due to the fiscal

crisis. The torporaciones,* created in 1987, are technicaVvocational schools managed by industrial firms. Percentages have

been rounded and may not add up.

The Chilean education system features a high degree of private sector participation. Out of a total

10,600 schools (1998), parents have the option of placing their children in (a) public schools man-

aged since 1980 by the municipalities (55.1 percent of 1998 enrollment); (b) private schools subsi-

dized by the government on the basis of enrollment (34.1 percent); (c) fully private schools (9.2

percent); and (d) private technical-vocational schools run by private businesses or corporations

(1.5 percent) (Ministry of Education 1998).

Since 1990 the Chilean government has considered education as a priority and has significantly

increased its funding for the sector. In 1997 real public spending on education was equivalent to

160 percent of the 1982 level, up from 73 percent in 1990. In 1997 total education spending

equaled 6.4 percent of GDP, with public spending on education accounting for 3.5 percent of GDP.

This compares favorably with most OECD countries.

.., ' ::.,-; Table 1%' Chilean

1990 1991
Spending on Education (ii percent)

1996 1997 19981992 1993 1994 1995
Public Spending on
Education/GDP

2.6 2.7 2.9 3.0 3.1 3.1 3.4 3.5 3.9

Private Spending on
Education/GDP

2.0 2.0 2.2 2.4 2.5 2.5 2.8 2.9 3.1

Total Spending on
Education/GDP

4.6 4.7 5.1 5.4 5.6 5.6 6.2 6.4 7.0

Source: Division of Planning and Budget MINEDUC.

3 Chilean statistics refer to "coverage" and do not distinguish between gross and net enrollment ratios. Over-
age is not a problem in Chile.
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Analytical Framework

This paper identifies in the period under review (1980-1998) three overlapping cycles of reform in

education:

During the 1980s the military government introduced market-oriented reforms, relying mainly

on formal rules such as mandates and structural change. Responsibility for school management

was decentralized to municipal governments and a system of capitation grants allowed- parental

choice of public or private schools. But these sweeping changes in system governance were not

accompanied by public information or consultation to gain acceptance, by training to create the

necessary capacity, or by resources to induce the desired behavioral changes.

While the democratic center-left coalition governments of the 1990s have introduced some

changes in formal rules (e.g., the 1991 Teacher Statute), this was not their main strategy. The ap-

proach introduced by the administrations of Patricio Aylwin4 during 1990-94 and Eduardo Frei dur-

ing 1994-99 aimed at creating a new culture of school autonomy by relying more on incremental

changes in informal rules, behaviors, values and inducements through training, technical assis-

tance, symbolic and economic rewards, and improvements in teachers' social status. The risk was

that this "change" at the school level might not have gone to scale.

The Full School Days initiative announced by President Frei in May 1996 has pulled a collec-

tion of loosely articulated modernization packages into a cohesive reform. It also generated social

demand for greater impact, efficiency and sustainability for which the Ministry of Education and the

system were not fully prepared. The challenge today is modernizing the ministry and other sectoral

agencies so as to institutionalize the new school culture (i.e., deepening it and bringing it to scale),

while simultaneously responding to evolving societal expectations. Institutional modernization is

essential in order to maximize benefits from nearly a decade of growing public investment in hu-

man capital.

The Chilean story offers insight into how one education system has struggled to achieve internal

consistency and effectiveness within the context of significant political and economic transition. The

government has attempted to reconcile the market-based strategies of the military era with its

democratic concerns that all Chileans be equipped to participate in the country's economic and so-

cial development. The process of integration has fueled remarkable innovation tempered by the

The first democratically elected president after the Pinochet government, Patricio Aylwin was a Christian
Democrat, as was his successor, Eduardo Frei, Jr. In January 2000, Ricardo Lagos (a socialist) was elected
to succeed Frei.
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cautiousness of an industrializing country still seeking social cohesion. Thus, within the Chilean

education system one finds both much that is cutting edge and some that is highly traditional. The

result is a fascinating experiment in social engineering and educational change.

Period
II Table i leis,Ecluait

1980s
Oli" Reform 'CYcies

1990-96 1996 on
Direction Top-down Mainly Bottom-up Integrating "macro" structures

with "micro" school culture
Preferred Tools Formal Rules, Mandates Informal Rules, Incentives Accountability & information

infrastructure
Objective Efficiency Quality and Equity Improved performance across

all dimensions
Focus System Structure School Culture Modem Institutions

This paper examines two decades of basic education reform in Chile,6 with an emphasis on institu-

tional and political dimensions. Chapter 1 centers on how the government has reoriented the for-

mal and informal rules and incentives governing the behavior of teachers, parents and administra-

tors in an effort to produce first, greater system efficiency, and later, better leaming outcomes

among students. These institutional changes were introduced through a combination of policy in-

struments such as mandates, inducementi, capacity-building and system reform. Chapter 1 also

discusses the politics of education reform in Chile. In doing so, it examines the main stakeholders

at each reform stage, their positions and actions vis-à-vis the reform and how their actions im-

pacted reform outcomes.

In Chapter 2, attention turns to the impact and outcomes that institutional changes and pedagogical

innovations have had on the education system particularly in regard to quality, equity, and effi-

ciency. This section discusses where policy interventionsalone or in combinationappear to

have been most effective. Chapter 3 highlights lessons from Chile's experience that are relevant

for policymakers and education development specialists in other countries.

The main findings of this report are threefold. First, the Chilean reform process of the 1990s is

fairly unique in combining elements of different educational models such as (1) a vertical adminis-

trative and financial framework with an open and horizontal network-based pedagogy strategy; and

(2) efforts to reconcile a market approach with a concern for equity and solidarity. The strength of

market policies is that they focus attention on results. However, in a still developing context, effi-

ciency and structural reforms by themselves may not suffice to raise quality or equity, or may take

too long to achieve the desired impact. Boosting student learning requires detailed attention to

5 The FSD reform aims at eliminating double-shift schools by 2002. By 1998 the FSD had been adopted by
about 50 percent of government- subsidized schools, amounting to 18 percent of total student enrollment.
6 The paper does not discuss the formal and informal initiatives introduced in pre-school, or the reform of
higher education introduced in 1998.
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Introduction

school and classroom processes. Improving equity requires targeted approaches to protect the

vulnerable.

Second, shifting gears from mere educational change (1990-1996) to a full-fledged sustainable

reform (i.e., FSD reform) requires linking the micro culture of the school/classroom with the macro

level (i.e., system). This is needed to ensure that individual schools demand enough of their stu-

dents and serve national as well as local educational goals; and conversely, that the system pro-

vides schools and parents with the guidance and support they need. This requires integrating

fragmented structures and programs, and creating institutions/organizations that promote auton-

omy (clear rules of the game), but balance it with accountability mechanisms (e.g., voice, choice,

exit, standards, assessment, M&E) and learning (research, information and communication, train-

ing).

Third, implementing an educational reform as complex and ambitious as the 1996 Full School Day

initiative requires changing both formal and informal rules, structures as well as culture. The move

to a single shiftwith its major physical and organizational planning implicationsand the intro-

duction of a new curriculumwith its formidable teacher training requirementsstrained the sys-

tem, already stretched by a multiplicity of programs and innovations. The challenge is to work dif-

ferentlyin teams, partnerships and networks; learning to be selective; reaching to the outside

world to confront challenges and get new ideas; and demanding support from the system while

being accountable to it for results.

5
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Market-oriented effonn:

Context

own, Si Cs -41i-: System Change (1980-90)

In the late 1960s the government of Eduardo Frei, Sr., had practically universalized primary educa-

tion (by introducing double-shifts) and replaced it with an 8 year basic education cycle. It simulta-

neously expanded secondary and higher education, modernized the curriculum and improved

teacher training. At the beginning of the 1970s the government of Salvador Allende, a socialist, un-

dertook to broaden educational opportunities and to launch a curricular and institutional reform re-

flecting socialist political and cultural beliefs. This reform was never implemented due to the acute

socio-political conflict which erupted in 1973.

The military coup of 1973 marked a radical departure for Chile in many respects. Called upon by

political centrists and conservatives to restore order amidst the economic and social crisis gener-

ated by the socialist experiment of President Allende, the military government soon undertook a far

more ambitious effort to reshape Chilean society. The country's longstanding democratic tradition

came to an end as General Pinochet moved quickly to suppress any opposition and consolidate

the military's political control. Soon thereafter, the regime launched a radical neo-liberal agenda for

restructuring the state-led economy. By the end of the decade, the military government had crafted

a comprehensive "modernization" program across seven areas, including labor policy, education

and regional decentralization. Officially, these "New Order" reforms were driven by efficiency con-

cerns: the search for greater responsiveness to local needs through market mechanisms. How-

ever, there also was a strong unofficial agendade-politicizing Chilean society by fragmenting or-

ganized labor and limiting its power. All these events unfolded against the backdrop of a severe

fiscal crisis (1982-85) which slowed down some reforms (such as the "municipalization" of the

school system as will be seen below) and forced government spending reductions, particularly in

the social sectors. By the late 1980s, however, a drastic program of market reforms had restored

fiscal stability and put the economy on a stellar growth path (7 percent per year during 1987-97).

7
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Education Reforms in Chile, 1980-1998

Core Education Initiatives

Focusing on legal and structural change, the reforms introduced by the military government turned

Chile into a laboratory for "Chicago economics" in a context of power consolidation. The role of the

state was redefined from all-knowing and encompassing (the "Estado docente" or "teacher State")

to subsidiary (i.e., "the rights of private agents ought to supersede the state's prerogatives when-

ever possible"). The following initiatives were enacted during this period:

Decentralization: administration of primary and secondary schools was transferred to the

more than 300 municipalities. Local governments were given responsibility for contracting, hiring

andfiring teachers, and for maintaining infrastructure, while the central ministry retained its regula-

tory, quality assurance and curriculum setting functions.

Finance: the government introduced a system of school financing based on average monthly

student attendance (i.e., capitation grants') to both publicly and privately managed schools.

ComPetition: privately administered schools were encouraged to compete with public

schools for student enrollments. In addition, industrial groups (e.g., agriculture, forestry and min-

ing) were given incentives to manage technicaVvocational schools. Students and parents were

permitted to seek matriculation at any subsidized school, irrespective of location.

Labor Deregulation: teachers were stripped of their special civil servant status and made

subject to private sector labor laws which allowed for local determination of wages and prohibited

labor action.

Student Assessment: in 1988 the government introduced the SIMCE, Sistema de Medicion

de la Calidad de la Educacion (System for the Measurement of Educational Quality). Developed in

collaboration with the Catholic University and based on an earlier pilot in 1981, SIMCE was a

groundbreaking effort to provide student achievement data on a national scale.

Table 1.1: The SIMCE Story

A prerequisite for a market approach to education is a good assessment system which provides parents with
timely, objective, reliable and relevant information on student achievement as a basis for school choice and
accountability. Following protracted negotiations between the MINEDUC and the Pontifica Catholic University
(PUC) an assessment system was introduced in 1981 under the name of Performance Evaluation Program
(PER). Suspended in 1984 due to cost concerns and for lack of consensus on managerial responsibility, it
was reinstated in 1988 under the name of SIMCE. In 1990 the focus in the use of SIMCE results shifted from
comparison between types of schools to stimulate competition to correcting inequities through targeting. In
1990 the management of SIMCE was fully transferred to MINEDUC, a decision criticized by some who feared
a lack of objectivity.

Today's SIMCE is administered alternately to 4th and 86' graders (the grades marking the end of two sub-
cydes). The entire cohort is tested in Spanish, mathematics, student self-image and perceptions. In 10 per-

7 It may be useful to clarify the concepts of capitation grants and vouchers. In theory, the former are paid to
schools and the latter directly to students. In practice (and by contrast with, say, scholarships), payments are
almost never made to families under either system. In this document, both terms are used interchangeably.



Chapter 1

cent of the schools, tests also are administered in natural science, history and geography. Since 1988, 10th
graders have been tested three times (1993, 1994 and 1998) in Spanish and mathematics. SIMCE results
are used as inputs into school performance evaluations (SNED8) Its strategic meaning for teachers makes
issues of legitimacy important. The test provides helpful insights for the revision of the university admission
test (PM).

SIMCE is widely supported by the public. Its development and implementation have allowed the forming of an
interdisciplinary team combining staff from the ministry, PUC and consultants. Its use by supervisors and
teachers has become more systematic as its reports have become simpler, more user-friendly and more rap-
idly produced. SIMCE has served as a diagnostic instrument to prepare the new curriculum and pedagogical
material. It has been given increasing national publicity, and its cost has remained under US$5 per student.
The indicators being monitored now indude percentages of correct answers and students reaching -the target
level of 70 percent.

SIMCE has had its share of problems, however. For many years, teachers blocked the publication of school
results, depriving the authorities of a key instrument of market policy. The public release of school-level re-
sults only began in 1995. Only in recent years (1996) has the comparability of the tests from one year to the
next been ensured through the technique known as equating, making it difficult to evaluate changes in
schools' performance during the 1980s and early 1990s. The practice of testing ath graders one year and 8th
graders the next does not permit following up the same cohort to monitor the impact of remedial actions.
SIMCE has features of a low-stakes test (for the students) but has high stakes for the schoolsbecause of its
weight in the SNED since 1995. Some observers assert that this has led to perverse behaviors such as di-
rectors under-reporting the socioeconomic status of their students to inflate the school's value-added, or ask-
ing weak performers to stay home on the day of the test to maintain a high average score. Some analysts
have suggested separating more dearly the school accountability function, which requires a census base,
from the system assessment function, which could be sample-based. Others have questioned the independ-
ence of the SIMCE since it was absorbed into the ministry.

Despite these critiques, over the years SIMCE has gained wide acceptance. It remains a pioneer and one of
the more technically advanced and influential student assessment systems in Latin America. The MINEDUC
is continuing to refine it further in order to address the above issues, test the higher-order and problem-solving
skills emphasized by the new curriculum and better measure other factors such as student, family and school
characteristics.

Implementation Strategies and Politics

Throughout the military period, reform implementation largely took the form of legal mandates and

political coercion. Given its tight control of the political arena, the government did not have to seek

public consensus or the support of key education stakeholders. The weakening of the national

teachers' union and repression of dissident teachers eliminated a traditionally powerful stakeholder.

Municipal governments, a key actor in the decentralization scheme, were institutionally weak and

politically compliant Parental voice was only possible through official channels in parents' centers.

As a result, the sweeping sectoral changes introduced in the early 1980$ were designed by central

technocrats with little input from implementers.

See discussion of SNED on pp. 22-23.
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Major Outcomes

Education Enrollments

During the military period, primary enrollments continued at near-universal levels, while secondary

and tertiary enrollment increased sharply.

Year Pre-school
Table 1.2: Net.,EnnollrnegtiRatiOs

(Basic) Primary Secondary Tertiary
1960 2 80 14 4
1970 4 93 50 9
1980 12 95 65 11
1990 18 95 78 20
1992 98 80
1997 30 (1996) 87 28 (1995)

Source: Planning and Budget Division, MINEDUC
Full series not available for recent years

The dropout rate registered a sharp declinefrom 8.0 percent in 1981 to 2.7 percent in 1982 for

basic education and has continued its overall decline since to reach 1.6 percent in 1997. Im-

provement in the dropout rate has been slower in secondary educationfrom 8.3 percent in 1981

to 6.2 percent in 1982 and 5.8 percent in 1997 (see Annex Table C).

Decentralization

While conceptually and politically ambitious, the government's "municipalization" policyWhich

was temporarily suspended during the fiscal crisisremained incomplete in several important re-

spects:

The fact that municipal mayors were appointed centrally undercut the ostensible objective of

introducing greater community "voice." Given the political landscape, most parents and teach-

ers were unwilling to challenge the competence and authority of school principals, who some-

times were military personnel. This was compounded by the fact that chairmen of parents'

centers were not freely elected but appointed by a national coordinator.9

Transferring school administration to municipal governments, while leaving the responsibility

for pedagogical aspects to the ministry and its provincebased supervisors, left schools de-

pendent upon twoargely disconnected chains of authority. The responsibility for infrastructure

decisions was placed at the regional level. This created for the schools a conflicting govern-

9 This practice, although later abandoned, has had a lasting impact on the modus operandi of these centers,
slowing down their development as effective participation channels and accountability mechanisms.

PV BEST COPY AVAILABLE



Chapter 1

ance structure, with long-lasting effects. Overall, the system suffered (and continues to suffer)

from a lack of articulation of responsibility among various levels of administration; and

Exacerbated by a long tradition of political centralization, municipal governments assumed re-

sponsibility for school administration with relatively little capacity and limited information. The

central government did not provide municipal administrators with training or adequate re-

sources; this marked the genesis of fiscal deficits in municipal budgets which were to be par-

ticularly devastating for poorer municipalities.

Public Spending for Education

The distribution of public spending improved in favor of pre-school and primary education (from 57

to 78 percent of the total during the decade), due to the introduction of cost recovery in higher edu-

cation and an explicit reallocation of spending to basic and pre-school education. However, total

education spending fell sharply during the period, initially due to the fiscal crisis and subsequently

as a matter of policy. Between 1982 and 1990, ministerial spending declined by 27 percent in real

terms, the capitation grant, the main source of funding under the new decentralized system, by 25

percent, and teacher salaries by 20 to 40 percent

Competition

The capitation grants paid to schools on the basis of attendance acted as a powerful incentive for

schools to develop strategies to improve student retention. Sharp competition from private provid-

ers developed relatively quickly. The opening of the system stimulated a proliferation of private-

subsidized schools (from 1,700 to 2,700 in 6 years). As a result Chile was able to smoothly absorb

the pressure for secondary school expansion which resulted from the achievement of universal

primary enrollment in the mid-1960s. There was a major shift of students to the private subsidized

sector, whose enrollment grew by 93 percent between 1980 and 1985, while the municipal system

(public sector) lost some 344,000 students (see Chart 1). The private sector growth occurred

overwhelmingly in the principal urban areas.

Deregulation of the Teacher Labor Market

With the decentralization, teachers became municipal or private employees subject to locally de-

termined salary and working conditions. The deregulation weakened the 90,000 member national

teachers' union. Although the union was formally replaced by an educators association; teachers

lost control over national education policy and were faced with a fragmented, uncertain labor mar-

ket

11
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Evaluation of Student Performance

Although initially intended to inform parental choice regarding school quality, SIMCE results were

not distributed to schools during this period. This was due in part to resistance from teachers and

in part to the concern among the political right that unfavorable SIMCE scores would be damaging

in the 1988 plebiscite and 1990 general election. Data that were published were aggregated by

types of school, fueling criticism that they were being used more for ideological purposes to docu-

ment the superiority of private subsidized schools than to promote school improvement.

With the decline in public spending on education, especially salaries, the absence of targeted

mechanisms to make it economically attractive to serve special needs, disadvantaged, or rural stu-

dents in a competitive environment, and teachers demoralized by the abrupt change in their status,

the segment of the education system attending to the most vulnerable children deteriorated. Vari-

ous evaluations conducted at the beginning of the 1990s showed that

40 percent of 4th graders from the poorest half of the population could not understand what

they were reading;

the repetition rate averaged 7.8 percent for basic and 12 percent for secondary education;

the time required to complete the school cycles was 10.3 years for the 8 years of basic educa-

tion and 5.4 years for the 4 years of secondary education; and,

net secondary enrollment ratios were 96.7 percent for the richest quintile, but only 73.6 percent

for the poorest quintile.

Legacy of the Reform

The military government should be credited for having established the foundations of a universal

capitation grant system which has endured and been continuously improved since. However, its

autocratic and repressive methods alienated the education establishment. The dramatic events of

the 1980s left teachers traumatized and the nation even more sharply divided than in 1973. The

atmosphere of fear reinforced silo-thinking and generated lasting distrust between government and

teachers. This led to mediocre implementation as the key actorsthe teachersnot only did not

"own" the reforms, but rejected them both in substance and style.

The strategy of the 1980s was simple: to change the system by relying almost exclusively on man-

dates and applying textbook market principles. It provided autonomy, not in municipal manage-

ment, as mayors were appointed by the center, but in the form of school choice for parents and

curricular flexibility for schools. It created exit options for parents through the capitation grant sys-

tem, but no real voice mechanism. The main accountability instruments were the physical control
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of student attendance and the monitoring of SIMCE results. The reform focused on macro levers

rather than the micro social processes occurring in schools and classrooms, the locus of educa-

tional change. In line with the government's market philosophy, the new decentralized responsibili-

ties were not defined in detail. However, the principle that "one learns by practicing" assumes a de-

gree of capacity which was not present at the local levels. Whether by design or oversight, theab-

sence of teacher training and capacity-building activities to prepare the municipal authorities for

their new roles is striking. Assessment results were not made available to parents to guide their

choices, or serve as a tool for schools or the system to learn and correct their deficiencies. The re-

form fragmented govemance,10 which subsequently was to become a major impediment to im-

proving quality.

The transition period between the 1988 plebiscite, which put a end to the military regime (55 per-

cent of "no" votes), and its actual stepping down in 1990 was marked by intense negotiation of the

terms of peaceful cohabitation between the armed forces and the democrats. On its last day in of-

fice (March 10, 1990), the Pinochet government passed a Constitutional Law on Education (LOGE)

designed to "lock up" its reforms by making any amendment subject to a political quorum, which

was and remains largely unattainable.

Promoting Equity and Quality in the Early 1990s: Bottom-up Cultural Change

Context

After two decades of political polarization and radical institutional change, in 1990 the Chilean peo-

ple were eager for reconciliation and moderation. From the outset, the newly-elected center-left

coalition adopted a new political paradigm: "Continuity with Change." The government's promise

was to reconcile the inherited market policies which successfully had extracted the country from

the fiscal crisis of the mid-1980s with a concern for greater equity and solidarity, all under a modem

state.

At the beginning of the period, concerns other than education, such as the transition to democracy,

the ability of the multiparty coalition to govern effectively, and its capacity to maintain fiscal, mone-

tary and financial discipline in the face of legitimate as well as populist demands in the social sec-

tors, ranked much higher in the public agenda.

10 The schools report to the Municipal Departments of Education (DAEM) (or to semi-autonomous Municipal
Management Corporations) for administrative and financial matters, and to the de-concentrated ProvincialDe-

partments (DEPROV) for pedagogical matters. But a growing number of DAEMs are increasingly involved in

educational processes as well.
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During the transition, the education sector benefited from the multiplicity of independent research

outfits that had continued to function throughout the 1980s. These organizations, funded by for-

eign sources with high quality standards, had become the centers of intellectual opposition to the

regime and had had a decade to think about a model that would integrate research findings and

transcend the "welfare versus neo-liberal" view of the state. The Ministry of _Education absorbed

some of these researchers into its leadership to prepare its second round of education reforms.

New Focus and New Definitions

Working with his new team, Education Minister Lagos," a socialist, understood the importance of

education for a modem state, and the need to transcend the theme of access (already universal-

ized in basic education). With the restoration of democracy, the governments strategy was reori-

ented towards equity and quality. However, in anticipation of XXI century "information age," both

concepts were redefined by the ministry:

Equity did not refer to the delivery of a homogeneous package of educational goods and

services, but meant attending to the needs of an increasingly diverse school population and

targeting compensatory support to the most vulnerable in pursuit of equal educational op-

portunity.

Quality no longer meant the accumulation of factual knowledge, but the mastery of higher-

order skills (critical thinking, abstract reasoning, information-processing, communicating), at-

titudes (teamwork, autonomy, adaptability) and values (tolerance, solidarity). These skills

were seen as essential for all Chileans to live in a democratic society and compete globally,

as well as for the poor to be able to take advantage of the opportunities offered by a market

economy.

Operationally, the concepts of equity and quality were translated as follows:

Level
Policy

Su rvision
School
Classroom

Quality
Competitively funded school-based
rdects

Whole school, "interal"
Teamwork; reachin out to commun"
Curricular & da o ical flexibil*

Equity
Targeting the poorest 10 percent and rural
multi rade schools
Focused on lowest- erformin schools
Inclusion of all children
Individualized attention to students' needs

Source: J.E. Huidobro, 1997

11 Ricardo Lagos was elected President of Chile in January 2000.
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This change of strategy was accompanied by a new modus operandi based on the following guid-

ing principles (Cox 1998):

the center of attention moved towards processes and results;

the system was to be regulated not through bureaucratic rules, but mainly through support, in-

centives, and the use of evaluation and information;

the functioning of organizations, hitherto closed and inward looking, was to become more open

and network-based;

the implementation model was no longer a top-down blueprint but a bottom-up, experiential.

and incremental process adapted to local needs; and

sectoral development was to cease being driven by local pressures and interests and instead

to follow a national strategic vision.

Building on school-based innovation and experimentation centered on pedagogical processes, the

main strategy was to encourage the emergence of a new culture relying mainly on changes in in-

formal rules and inducements. This process established the intellectual, technical and experimen-

tal foundations for the full-fledged reform which was to come in 1996. Of course, deeply ingrained

cultural biases such as a centralized control and a process (rather than results) orientation would

prove difficult to modify.

Core Education Initiatives

To promote equity and quality, the new democratic government took the following policy initiatives:

Equity: the government took significant steps to target resources toward low-income commu-

nities and children. Some additional funding and strong pedagogic support initiatives were de-

signed specifically for rural students and the poorest 10 percent of the primary school population

(the "P-900" program), and all vulnerable children became eligible for school feeding.

Quality: improving overall educational quality was seen by the government as the corner-

stone of future economic growth, poverty alleviation and social cohesion. Considerable attention

and resources were devoted to enriching the classroom environment, as well as to "micro-level"

school-based planning and improvement strategies, teacher networks, in- service training, and in-

formation technology for students. This was to be referred to as "upgrading the (football) field from

mud to turf."

95
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Greater transparency: the government's use of SIMCE and other evaluation data became

more open, with assessment results increasingly shared with the public. As data became more re-

liable, performance scores began to be linked with resource allocation.

Fiscal Priority: as education emerged as a political centerpiece for the democratic coalition,

increasing state resources were invested in the sector. The share of private funding for education

also grew, reflecting the philosophy of mixed public/private financing to broaden the resource base

for education by tapping the willingness to pay of the more affluent.12

New Teachers' Statute: In 1991 the government and the teachers' union agreed upon a new

legal framework, which largely reversed the labor policies of the Pinochet era. As a result, teach-

ers were assured of tenure and centrally negotiated wages. The law was accompanied by a sig-

nificant pay increase (125 percent in real terms between 1990-1998).

Focus on the Classroom

Accustomed to traditional teaching methods, starved of basic resources, and antagonized by the

treatment given to teachers during the 1980s, the school system was not immediately ready, tech-

nically or psychologically, for pedagogical innovations. Therefore, the MINEDUC strategy concen-

trated on the schools and classrooms, improving their material conditions and giving them gradual

exposure to new processes. At their core, these processes sought to cultivate a greater sense of

school autonomy and a commitment to "meaningful learning for all" regardless of student back-

ground.

The government's initiatives to improve equity and quality were channeled through two innovative

programs supported by the World Bank: Mejoramiento de la Equidad y de la Calidad de la Edu-

cacion Basica (MECE Basica) initiated in 1991 and a parallel program focused on secondary edu-

cation (MECE Media) initiated in 1994. These programs first addressed infrastructure needs and

next provided schools with basic material such as textbooks, then graduated them to more sophis-

ticated inputs such as school and classroom libraries. Perhaps the most dramatic example can be

seen in the number of textbooks distributed, which increased from 2 million to 7.3 million during

1989-97. Initially the books were selected by the ministry but after a few years schools were given
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the freedom to choose from a wide range of centrally-procured publications and materials. All of

these inputs had been neglected during the previous 8 years, initially due to the fiscal crisis, then in

the drive for cost-cuffing efficiency.

The MECE programs introduced process changes that emphasized community building, consen-

sual planning and targeting of the disadvantaged. This included the following measures:

Building ProfessionaUCommunity Networks

In rural areas, multi-grade teachers meet twice a month in "microcenters" to receive training,

discuss their individual or common pedagogical problems and share solutions. The meetings take

place on a rotating basis in the schools forming a cluster, with technical support from a ministerial

support network, while mothers tend the school children. The one-day program is half-structured,

half unstructured.

In P-900 schools, 2-hour weekly workshops bring together all teachers, with technical support

from the network, to diagnose their problems, generate remedial strategies, learn to develop higher

expectations for their students, and build on their cultural background/experience. This is comple-

mented twice a week by learning workshops which bring together at-risk youth and community

workers to help the former improve their self esteem, correct their academic deficiencies, and con-

nect their school and life experiences. Finally, pupils conduct small projects in the community to

apply concepts they have leamed in school.

In secondary schools, in order to promote reflection and continuous learning, teachers' profes-

sional groups (GPTs) meet once a week with technical assistance from universities and NGOs to

plan their pedagogical work, share experiences, keep a team journal and work from a menu of ac-

tivities. To link school life with youth culture as a way of fighting social issues conducive to dropout,

with the help of community volunteers interested schools conduct weekly extracurricular activities

in the arts, environment, sports, preventive health, etc.

12 In 1993 a "shared financing" law allowed subsidized private schools for the first time to charge fees, accom-
panying this with a propOrtional reduction of the government capitation grants paid to these schools. Fees

could be up to four times the basic capitation grant, beyond which schools were required to revert to private
status. This increased the proportion of fee-paying students from 8 percent in 1993 to 32 percent in 1996,and
drove the share of private financing of the school system to the equivalent of 9 percent of the capitation grants.
This decision has been criticized as leading to greater social segmentation and segregation by making some
schools unaffordable to young people from low socioeconomic backgrounds. To correct this, the 1997 legisla-
tion establishing the Full School Day eliminated the tax rebate offered to the fee-charging schools, requiring
them instead to allocate 2/3 of the corresponding amount to a scholarship fund for needy students. (MINEDUC
1999)
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School-based Improvement Plans

To encourage the schools to take a more proactive role, MINEDUC initiated funding on a competi-

tive basis for "school-based improvement plans" (PMEs). For the first time in Chile's educational

development, individual school communities were given the opportunity and the resources to diag-

nose their own problems and formulate and implement innovative solutions. _To date, half of the

country's basic schools and a one third of its secondary schools have implemented such plans.

School Networks through Technology

In a further effort to enrich the school and to modernize the curriculum, a nationwide school-

computer network, ENLACES ("Linkages") was installed. The network's objectives are to create a

broader learning community through exchange of experiences, promote technology-based innova-

tion and provide teachers and pupils with opportunities to learn differentlyhorizontally, and inter-

actively, via technology. The government's goal is to connect all 1,300 secondary schools and 50

percent of primary schools by the year 2000. So far coverage has been concentrated in urban ar-

eas, and the use of computers has been of a more personal than educational nature.

Year
Table 1.3: ,EnLices

Primary
Schools

Coverage
Secondary
Schools

Total

1992-1994 55 0 55
1995 121 62 183
1996 311 162 473
1997 935 482 1417
1998 2164 955 3119
1999 2914 1300 4214
2000* 4000 1300 5300

*Planned

Targeted Support for Rural Schools

By the early 1990s, the government realized that schools in rural areas suffered systematic disad-

vantages under the capitation grant system, due to low population density and de facto lack of

school choice. The MECE-Rural program delivered a speciarly designed modular curriculum with

high quality self-paced materials for students and trained teachers in multi-grade teaching tech-

niques. It also helped teachers mobilize community support for the schools. Finally, as mentioned

earlier, it developed a network of "microcenters" to break the isolation of rural teachers.

These innovation processes are at the core of the cultural change happening in Chilean Schools.

The MECE programs each created, like Russian dolls, a microcosm for the reform to come, with,

for instance, special materials, paid teacher time assigned to team pedagogical work, support net-

work and school-based innovations, all with a strong institutional identity. Because in 1990 it was

next to impossible to introduce change in the MINEDUC, the preparation and implementation of
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the MECE programs were entrusted to specially-created units inside the ministry, composed of

younger, more educated and committed consultants. The zeal and focus of this relatively small

group made it possible to introduce real change in the Chilean schools. However, these very

qualities and their organization by programoutside the line structure of the ministry long slowed

down cross-disciplinary fertilization, more functional organization of the ministry, the development

and projection to the outside world of a shared vision, and appropriation of the reform by outside

stakeholders.

Targeted Support for At-risk Schools

A similarly targeted approach, the P-900 program, was developed for disadvantaged (non-multi-

grade) schools in more densely populated areas. Specially designed materials, teacher training

and community mobilization were also features of P-900.

Implementation Strategies and Poirralles of ter a Flefonn

It is important to understand the unique political context under which the democratic government

crafted its education strategy. Though a significant majority of Chileans had supported the transi-

tion to democracy, they remained ideologically divided. Conservatives were wary of any attempts

to undo the structural and market reforms of the Pinochet government and their influence in Chil-

ean politics was protected by the 1990 Constitution. As the same time, socialists were rediscover-

ing their voice after almost two decades of repression. All parties were averse to overt conflict or

any hint of unilateral mandates. These elements created a climate where intricate consensus and

controlled consultation were imperatives in policy formulation.

In education, the transition period was characterized by patient, incremental and consultative

"change" processes. The word "reform" was carefully avoided because to the left, it elicited painful

memories of arbitrary dictates and to political conservatives, it suggested policy reversal. To over-

come these divisions, the newly-elected government of Eduardo Frei began a process of national

consultation which culminated in the 1994 launch of a National Commission on the Modernization

of Education (see Table 1.7). This strategy is illustrated by the governments decision to maintain

the status-quo in favor of the administrative and financial decentralization introduced by the former

administration. The progressive left adopted an attitude of political compromise and pragmatism.

Maintaining the Decentralized Management of the School System

During the transition to democracy, a heated internal debate took place in the ranks of the govern-

ment coalition as to whether to re-centralize the management of the school systemas advocated

by the teachers' unionor to maintain the municipal framework adopted during the 1980s. Ulti-
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mately, the coalition government choose not to engage in any restructuring of education govern-

ance (i.e., municipalization) or finance (capitation grants) for three central reasons:

There were strong supporters of the decentralized structure within the centrist wing of the coa-

lition who believed that current arrangements, while not perfect, were a sound foundation for a

modem education system;

Broader political debates on decentralization were taking place beyond the education sector,

particularly regarding municipal elections and finance. Until these culminated, adjustments in any

specific sector seemed impractical. Furthermore, some members of the government coalition

could see the democratic potential of the municipal management of schools; and

Significant adjustments in education governance or finance would have required a constitu-

tional amendment to the 1990 LOCE. This would have entailed a difficult battle with opposition

conservatives, a battle the new democratic government did not wish to take on.

The capitation grant system and public/private competition mechanisms were also maintained;

largely for the same reasons. It was believed that, once combined with increased investment and

with general and targeted procesi interventions, these mechanisms could restore quality and close

the equity gap, which had worsened during the 1980s.

Enrolling Teacher Support for Reform

The main government strategy was to create a new school culture through changes in classroom

environment, professional inducements and transparent performance information. School im-

provement included extensive efforts to rebuild the social fabric through teacher networks and

community participation in school renewal. A key additional factor was the government decision to

start the process of healing government-teacher relations by satisfying the newly reestablished

teachers union's demands for higher pay and a new regulatory framework.

Teacher salaries, which had declined by 20-40 percent in real terms during the 1980s, rose by 125

percent (real terms) from 1990-1998. This is to be compared with increases of 30 percent for other

workers, 74 percent for public sector personnel, and some 40 percent for other professions.

Teachers had been radicalized by the deregulation of their labor market a decade before. Under

pressure, the new government removed the profession from the (private sector) Labor Code which

had governed it since the "municipalization" of the school system (1980) and made it subject to a

new Teachers' Statute (1991). The statute was a marked policy reversal in the following ways:
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teachers regained job stability in the most radical form: teacher life tenure and no

transfer without teacher consent, even among schools in the same municipality;

centrally determined, rigid conditions of service (number of working days, maximum

working hours, leave, etc.);

centrally negotiated salary increases and new wage structure- giving slightly less

weight to seniority, and introducing a system of bonuses for hardship, in-service

training, and experience; and

teacher recruitment remained a municipal responsibility but salary negotiations were

re-centralized, restoring the power of the teachers' union.

Table 1.4: Changes in Teacher Salaries Relative
Teachers*

to Other National Indicators
Average Salary** Wage for Whole

Economy
Year Beginning After 30 years Public Sector
1990 100.0 100.0 100.0
1991 116.1 109.0 107.4
1992 126.1 127.1 113.5
1993 134.0 141.2 124.4 100.0
1994 160.5 164.5 135.0 1052
1995 176.0 180.7 142.7 110.6
1996 189.9 193.8 149.5 1.13.6

1997 206.6 211.5 161.3 115.0
1998 225.1 221.3 173.7 1172

Var. % 90/98 125.1 121.3 73.7 n/a
Var. % 93/98 68.0 56.7 39.8 17.2

Source: Finance Division, MINEDUC, Ministry of Finance, National Institute of Statistics
`Teachers with contracts of 30 weekly hours
"Average salary for all public sector workers

The new Teachers' Statute was seen by then Education Minister Ricardo Lagos as the repayment

of a political "debt" and the price to pay for long term buy-in by the teaching corps to the new gov-

ernments education policies, including maintenance of the municipal management of schools and

of the capitation grant system. With these arguments, he enlisted the support of President Aylwin

to win over the opposition within the Cabinet. Indeed, during the next six years, there were less

than two weeks of national teacher strikes. However, this step was deplored by many, not only in

the right-wing opposition, for the rigidity it introduced in sectoral management.

The adoption of the Teachers' Statute in 1991 generated severe managerial obstacles for the mu-

nicipalities, which jeopardized their financial viability and limited their ability to compete with private

subsidized schools. The Teachers' Statute made it practically impossible to adjust the teaching

. body to changing enrollment levels, leaving the municipal authorities with the challenge of a fixed

cost structure-due to centrally determined salaries and job tenure of teachers-but a variable in-

come level, the attendance-based capitation grants. A compensatory fund was created to help

municipalities with excess teachers or a large proportion of senior teachers finance the impact on
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their budget. From a market theory perspective, this was a serious distortion in the operation of

competition between municipal and private subsidized schools.

Rewarding School Performance

The need to restore some flexibility in teacher deployment and to begin linking teacher compensa-

tion to performance led to the introduction in 1995 of the Annual Plans for Municipal Education De-

velopment (PADEM) and in 1996 of the System of Merit Awards to Schools (SNED). The

PADEMs were an effort to temper the vagaries of the short-term, competitive funding approach by

bringing together, through a planning exercise, the perspectives of educators and financiaVphysical

planners. They also allow the municipal governments to downsize their teaching personnel, if so

required by a decline in enrollments. Simultaneously, the PADEMs serve as a vehicle for imple-

menting the SNED. Facing protracted strikes in 1996 and 1998, the government announced its

intention to continue raising teacher salaries, subject to macro feasibility, but to link funding in-

creases to improvements in the teaching quality, through a new system of school-based merit

awards. The municipal governments actively support the idea and the number of teachers ac-

cepting it has been growing.

In addition to providing salary rewards to teachers, the SNED aims at stimulating and rewarding

school practices which contribute to improvements in student learning.

The design of the SNED incorporates lessons learned from world-wide experience with merit pay,

which suggest that (Mizala 1999):

financial rewards are more effective when directed at the entire teaching team in a school

rather than individual teachers because this encourages collaborative work;

a merit-pay scheme should also address potential perverse effects such as the tee-rider"

problem, discrimination against disadvantaged students, etc.;

the eligibility criteria and the evaluation system should reflect the desired teacher behaviors

and school characteristics; and,

the system should be perceived as fair, transparent and socially acceptable.

The SNED, which is administered every other year, evaluates school performance based mainly

on students' scores in the SIMCE (65 percent) and four other variables. The prior existence of

SIMCE kept the costs of establishing the SNED reasonable. An important feature of the SNED

design is that in each of the country's 13 regions, schools compete within homogenous groups

(i.e., other schools with similar geographic and socioeconomic characteristics). The best-
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performing schools each yearrepresenting up to 25 percent of enrollmentswin the award.

Schools may win repeatedly. The SNED award was equivalent to about U.S. $460 per teacher in

1998 (or slightly under one month's salary) and distributed as follows: 90 percent to be shared

within the entire school team in the form of a salary bonuses pro-rated to the workload and the re-

maining 10 percent to be used as the school director decides.

Awards are based on an index composed of six variablesthe weighting system was modified

following an in-depth evaluation of the first round of awards in 1996.

Variables
Table .t5. SNED.Variables ancl$Weights

Weight
96-97

Weight
98-99

Indicators

Effectiveness SIMCE scores in Math & Spanish 40% 37%

Value-added Average SIMCE score gain 30% 28%

Capacity for initiative Creation of teacher councils
Participation in microcentro meetings
Pedagogical activities
Student council
School development plan
Teacher workshops

6% 6%

Improvements in work-
ing conditions

Full Staffing
Replacement of absent teachers

2% 2%

Equality of opportunities Student retention rate
Student graduation rate
Differential groupings
Integration projects
Absence of discriminatory practices

12% 22%

Integration of teachers
and parents

Acceptance of educational work by par-
ents, guardians and students, and crea-
tion of parents' centers

10% 5%

Source: "Chile's System of Merit Awards to Schools," R.W. McMeekin (1999)

The SNED is gaining acceptance, mainly among school directors, and more slowly among teach-

ers, although the union has not objected.

Creating a Lasting Political Consensus for the Reform

Finally, the implementation of the governments education change process over this period bene-

fited from a strong political commitment and a stable technical team. Political commitment to edu-

cation was established early by Minister Lagos (March 90-September 92), who helped elevate

education to the top of the national agenda. Lagos also was instrumental in shifting the attention of

the public away from quantitative concerns toward equity and quality in educational opportunities.

He effectively and urgently communicated that education had to change if the nation's social and

economic ambitions were to be met. As a politician, he also undertook visible actions to illustrate

the change, thus buying time to tackle big substantive issues.
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Despite a change in leadership in 1994 (Eduardo Frei, a Christian Democrat led the Coalition to its

second electoral victory) and three ministerial changes between 1990 and 1996Jorge Arrate

(September 1992-March 1994), Emesto Schiefelbein (March 1994-September 1994) and Sergio

Molina (September 1994-October 1996)the spirit and substance of the reforms continued. Jorge

Arrate advanced the fledgling equity and quality initiatives of the Lagos administration. Emesto

Schiefelben is remembered as the intemationally connected expert who forcefully denounced

"frontal" teaching and put learning and the classroom at the center of attention. Sergio Molina is

thought of as the man of dialogue who skillfully negotiated with the teachers' union the revision of

the Teacher Statute and introduced the PADEM and SNED. Each of them brought particular tal-

ents and new inflections to the steering of the reform, but without changing its general orientation or

core design. The stability in objectives helped to solidify advances and leam from missteps, creat-

ing a solid foundation for the Full School Day Reform of 1996.

Table 1.7: Consensus Building: The Brunner Report
One of the defining moments of the decade for the education sector was the establishment by President
Frei, Jr., shortly after his election in 1994, of a National Commission on the Modernization of Education
(chaired by Minister Molina), and a Technical Committee, led by "born-again" socialist and academic Jose-
Joaquin Brunner. The commission consisted of 32, and the committee of 18, prominent personalities repre-
senting the entire political spectrum and all walks of intellectual life in the country.

They conducted a comprehensive systematic diagnosis of the "Challenges facing Chilean Education in the
XXI century' and organized two consultations, one in the 13 regions, and one involving the 10 key national
institutions (such as the Catholic Church and freemason lodge, leading universities, the national police,
private education providers). They concluded with 5 recommendations:

The need to make quality education for all the highest priority
The urgency of reforming secondary education
The necessity of strengthening the teaching profession
The desirability of increasing school autonomy in order to raise effectiveness
A national commitment to increase total spending for education from 4.5 percent to 8 percent of GDP

Most of the reports recommendations were endorsed by all political parties in a formal "Framework Agree-
ment for the Modernization of Chilean Education" signed in January 1995. This agreement drove the intro-
duction of PADEMs and SNED (discussed above). It also marked the peak of the national consensus on
what had to be done: as realitypolitical or otherwisesettled in and concrete choices were made, some
stakeholders, especially in the right-wing opposition, would later dissent.

From Incremental Change to Full-scale Reform: Linking Top-down and Bottom-up

Context

In the aftermath of the 1994 Brunner Commission Report a broad political consensus emerged that

the education experiments launched in 1990s should be deepened. In addition, the newly elected

president, Eduardo Frei Jr., was searching for a social policy initiative which would define his presi-

dency.
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In July of that year, Finance Minister Aninat announced an "historic opportunity" for education re-

form in Chile. He referred to the exceptional set of circumstances Chile was facing: a leadership

genuinely supportive of educational development; a sustained economic growth that made it pos-

sible to fund a substantial increase in educational investment and a set of policies at an advanced

stage of development. Coming from the most influential member of Frei's cabinet, Aninat's com-

ments were indicative of both education's priority within the political agenda and the close partner-

ship between the Presidency and the Ministries of Finance and Education. This partnership ex-

tended to the more operational level as top technocrats came together as an informal task force to

discuss reform parameters and strategies.
13 Throughout 1995 this high-level group met frequently

and privately to discuss how the opportunity might be capitalized upon.

By March of 1996 a reform design had been developed by the internal task force and was pre-

sented by Minister Aninat to five ministers and the president. At its core was a proposal to extend

the length of the school day, effectively ending double shift school management14 Over the next

two months, the plan was critiqued and internal inconsistencies ironed out. On May 21, 1996,

President Frei announced the Full School Day reform which Minister Aninat and then Education

Minister Sergio Molina presented jointly to the public the next day. The initiative had been pre-

pared in secrecy and took most people by surprise, triggering many vocal reactions. It was the

most significant move in Chile's education policy since the municipalization decision of 1981.

Given the considerable fiscal implications, the Budget Director, Jose-Pablo Arellano, became Min-

ister of Education in October 1996. Unlike the transition from a military to democratic government,

which involved a changed in policies, the FSD marks a new threshold in terms of growth, depth

and pace, but the philosophy remained the same.

Core Education Initiatives

The FSD reform includes four programmatic packages which became known as the four pillars of

the reform. The programs were conceived to generate synergy over time. However, the FSD

component quickly drew universal attention, with its direct and visible consequences on the educa-

tion budget, the organization of the education system and its impact on teachers, pupils and school

communities, as well on women's daily lives and families' functioning.

13 The genesis of the Historic Opportunity illustrates the exceptional partnership between politicians (Presi-
dent Frei, Ministers Aninat of Finance and Molina of Education) and technicians (J-P. Arellano, then Budget
Director and subsequently Education Minister, C. Cox, JE Huidobro and P. Gonzalez from Education, M. Mar-
cel and J. Espinosa from Finance) which may be one of the main factors behind the success of the Chilean
reform.
14 As president, Frei's father had achieved universal access to education in the 1960s, thus perhaps shed-
ding some light on his son's desire to bring the legacy to new heights by universalizing quality.
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The Four Pillars e leSS School Day llotfonnt

Extending the School Day: The FSD reform extended the school week from 30 to 38 hours

in primary education and from 36 to 42 hours in secondary education. More than simply aligning

time-in-school with that of the OECD countries, the FSD reform was intended as an organizing

principle for full school renewal. The idea was to enrich the teaching/leaming process by giving

students more time for studies and extra-curricular activities and teachers more time for planning

their lessons, engaging in teamwork, pursuing their professional development, and conferring with

parents. The gradual move from double to single shifting is supported by a major program of infra-

structure development (20,000 classrooms) and school feeding for the most vulnerable children

(over 600,000). By the end of 1998 some 50 percent of schools had joined the program, repre-

senting 18 percent of national enrollments. All municipal and private-subsidized schools are ex-

pected to adopt the FSD reform by 2002, unless they can demonstrate superior performance.

A New Curriculum Framework: A national framework sets objectives for about 70 percent of

what children are supposed to know; schools have autonomy over the remaining 30 percent. The

new curriculum emphasizes the mastery of higher order skills and competencies required by a

"knowledge society" (critical thinking, abstract reasoning, problem-solving, information processing,

communication, negotiation, etc.) as well as "transversal" learning objectives such as the relation-

ship between man and his environment, and moral values such as tolerance and solidarity.

Area
Table ,I.: iTicTraaaotalititi

From:
,..4

To:
Language & Communication Focus on grammar & literature Focus on linguistic and communication skills
Mathematics Abstract mathematical reasoning Applied mathematics
History & Social Sciences Knowledge of history Understanding the present in its historic context
Philosophy Knowledge of discipline Reflection on the meaning of life & human relations
Science Training scientists Science literacy for all
Technology Manual work Design, production & utilization processes
Art Technical approach Expressiveness & appreciation of art
Physical Education Training athletes Fitness for a higher quality of life

ource: J.E. Garcia Huidobro (1997)

The disciplinary content stresses the practical, to equip young people to confront the dilemmas and

challenges of today's world. The national framework emphasizes the core knowledge required for

nation-building and international competitiveness, while local variations reflect diverse needs and

priorities. Already beginning in 1995, the so-called "Curricular Plans" in basic education had given

an opportunity for schools to develop their own programs. Most of the schools which availed

themselves of this option were private or private/subsidized.
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O Teacher Professionalism: A battery of monetary, professional and symbolic incentives aim

at renovating teacher practice (i.e., improving their ability to pursue diverse teaching strategies

adapted to different students' needs, a characteristic which also implies continuous professional

development and performance evaluation), and promoting interactive teaching methods and pupils'

autonomy. Incentives include the doubling of salaries in real terms since 1990; team and value-

added based merit pay (through SNED); premia for excellence in teaching (beginning in 1997); ex-

posure to best teaching practices worldwide through a program of study tours (3,000beneficiaries);

scholarships to attract good students into the profession (300 per year); competitive funding to re-

orient teacher education in 17 universities (out of 35 applicants) and align it with the requirements

of the reform; and in-service training programs to "re-tool" some 25,000 teachers.

® Secondary School Innovation: A competitively funded "flagship" program, the "Montegrande

Project," involving 51 secondary schools (out of 1,300) with a high proportion of needy students,

supports the formation of a network that will model and disseminate in an "organic" way innovative

teaching, learning and managerial practices. Each selected school receives US$100,000 plus

US$100 per student per year.

These changes, introduced by the FSD reform, were added to existing programs such as MECE

and ENLACES. A key challenge arising from the May 1996 announcement was that all the ele-

ments of the FSD reform which previously had been moving independently now had to be inte-

grated to achieve synergy. The multiplicity of parallel programs with strong institutional "identities"

complicated this task.

Reorkmfheg Sue LE Og aSSODS3Meng Data

To foster equity and quality in education, the government decided to rely more systematically on an

improved student assessment system. The education team saw assessment, embodied in the

SIMCE, both as a tool to inform parental school choice, as had the military government, and, what

was new, as a central instrument to ensure that decentralization was not synonymous with ineq-

uity. The government initiated efforts to disseminate SIMCE results more widely via the press and

in-house publications. SIMCE data also were used as the basis for targeting resources on the

lowest-performing schools.

Implementaglon Stratagem and RAU= of en Reform

Communicating the Reform's Objectives

The announcement of the FSD reform took the country and even the ministry by surprise. Exter-

nally, there was bewilderment, because since 1990 MINEDUC officials had insisted that what was

happening was cautious change, not reform, due to the unpalatable memories the term " reform"

27 34



Education Reforms in Chile,11180-1998

elicited in education circles. The teachers' union complained about not having been involved and

in reaction organized their own six months consultation which culminated in a National Congress

(October 1997). Although the overall tone of the event had a traditional industrial-union outlook, it

was the first time the union reflected about themes other than conditions of services and salaries.

Internally, only a handful of officials knew about the forthcoming presidentialstatement and most

found out through the media, giving them a sense of not belonging to this defining moment.

The lack of internal communications put central MINEDUC staff in the awkward position of being

unable to explain to outsiders the overall significance of what they had been working on for years.

Even within the MECE group, because of the fragmented organization of the ministry, where sepa-

rate teams had been working in parallel on separate programs (e.g., P-900, MECE rural, MECE

Media, etc.), a year after the launching of the reform, few officials below the top level had a clear vi-

sion of the whole. In the months following the announcement, the ministry itself seemed surprised

to see the Full School Day component stealing the show, while it was only one part of the overall

reform package. Such inconsistencies were not substantively significant, but were exploited by the

political opposition.

At ground level, schools had been bombarded since 1991 with programs that were well-designed

and reflected a carefully crafted, incremental strategy. However, schools had never been provided

with an overarching vision of how these pieces would become integrated. As each program came

with a package of resources, the temptation had been to adopt all of them, but insofaras personnel

were trained separately for each, and they followed different procedures, they appeared to the

school as a superimposition of requirements, generating a sense of overload and fragmentation as

well as allowing a sense of reform fatigue to emerge. Thus, it could be said that despite (or be-

cause of) five years of constant change, the overall system was neither prepared nor organized for

a development of the magnitude of the Full School Day Reform.

For the first seven months following the FSD reform's announcement, the ministry was without a

communications strategy. The Cabinet and the design team, busy as they were with the technical

aspects of the reform and satisfied that their product was as good as could be (given the consider-

able amount of homeworkdesk literature reviews and study toursdone), failed to communicate

to the general public and key education stakeholders in simple, coherent and relevant societal

terms, what the reform was really all about.

When the MINEDUC finally launched a communication campaign on the reform's objectives, poor

coordination on its marketing strategy limited its overall impact. Repeated changes in the content

of messages created confusion. Messages were not tested and targeted for different audiences.
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While the situation slowly improved as the spectrum of messages was reduced, the ineffectiveness

of the campaign remained tied to the ministry's indecision regarding which message was most im-

portant (e.g., should the focus be the new curriculum or the right to education for all?)

Gaining Legislative Approval

Because of the FSD reform's significant budgetary, curricular and constitutional implications, its

implementation required legislative approval. This marked one of the first times that education

policy moved out of the executive branch to be openly debated in the legislature. Over a whole

year, the discussion in Congress went back and forth twice between the finance and education

commissions. Debates about the education reform were held in plenary sessions of the upper and

lower chambers of Congress and culminated before the Constitutional tribunal. Both chambers in-

vited the teachers' union, the Association of Municipal Governments, and the Federation of Private

Education Providers to testify.

The key points debated were:

Financing of the reform: it was agreed that in order to finance the incremental costs, the tax

on value-added, scheduled to be reduced to 17 percent in 1997, would be maintained at 18 per-

cent. This was initially opposed by the conservative Opposition which favored alternative sources

of funding (savings and sales of public enterprises) as recommended by the Brunner Report.

Resource allocation mechanism: the FSD reform implied a huge increase in physical ca-

pacity and to allow this, the draft bill proposed a competitive funding system to fund the necessary

investment in infrastructure. Opposition parties and representatives of private subsidized educa-

tion wanted additional funds to be distributed competitively via an increase in the capitation grant.

The left objected to public financing of construction of private (often denominational) schools. Ulti-

mately, this concern was resolved by demanding financial guarantees from private providers and a

pledge that they would operate as schools for 50 years.

Revision of the shared financing mechanism: in order to promote equity, the tax rebate to

which private subsidized schools charging fees were previously entitled was eliminated; 2/3 of the

corresponding amount had to be used to fund scholarships for needy students. Furthermore, the

law provided for advance information to parents on proposed fee adjustments for the following 3

years.

Compulsory nature of the FSD reform: private providers and the right-wing opposition ob-

jected to the proposal that the FSD reform be compulsory for all schools receiving government
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subsidies, arguing that this was a violation of the sacred principle of "Freedom of Education" which

gives private administrators the right to decide how to organize their schools and to parents the

right to choose. The compromise was that exceptions would be granted with proof of superior per-

formance.

Increase in the capitation grant: the amount of the per student grant was increased more

than proportionally to the number of hours of instruction under thenew regime, in order to free time

for technical teamwork by the teachers. One option was to reduce teaching time from 75 to 70

percent, another was to increase teachers' contracts by two hours per week. The latteroption was

selected, leaving schools administrators to decide how to organize staff time.

Inclusion of first and second grades: although the initial plan was to limit the FSD reform to

grades 3-8, eligibility was extended to the first two grades in light of the major potential benefits of

including younger children from the most vulnerable groups.

The law was finally approved on October 7, 1997, and the Rules elaborating on the modalities of its

implementation, a few weeks later.

Generating Stakeholder Support

Because the government had developed the FSD reform proposal in a quiet manner, the battle for

stakeholder support took place parallel to the legislative debate. While many domestic education

observers were supportive of the reform, they described the ministry as "defensive" or "reactive" in

its operating style. A lingering reluctance to share work-in-progress (with the notable exception of

the secondary curriculum) manifested MINEDUC's uneasiness with other education stakeholders

and was interpreted by stakeholders as a "lack of trust or "paternalism." Two key partners of

MINEDUC, the teachers' union and the Association of Chilean Municipalities, are also platforms for

politicians with national ambitions, introducing perverse effects in the dialogue.

The MINEDUC's lack of a communication strategy and limited participation largely explain why the

government was slow in getting political mileage from a reform which outside Chile attracted a

considerable amount of favorable attention. Another factor in this rocky beginning is the normal re-

sistance to far-reaching change.

Given the broad nature of the reform, nearly all education stakeholders would be impacted, and

nearly all had concerns with one or more elements of the reform. These concernsare summarized

in Table 1.9.
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Who
Table 1.9

How Much Power
FSD Reform: Stakeholder
Areas of Focus

Analysi"s'
Position vis-a-vis the 1996 Reform

Teachers Ultimate implementers
of the reform. Unless
they internalize it, it
won't happen.

Survival in class-
room, their pupils,
pedagogy

An estimated 30 to 50 percent of teachers are
very enthusiastic about the reform, which
treats them as professionals with autonomy.
Another third is positive but passive. The
remainder against or not interested.

Teachers'
Union

A traditional union, with
left-wing leadership.
Has the power to call
strikes and has done so
regularly at the time of
bi-annual salary nego-
tiations (except during
1991-96).

Working conditions,
salaries, status
("dignity")

Resistance to the refomi because they had
not been consulted. Given the opportunity to
consult on earlier occasions (Brunner Report)
they had not seized it. Organized own na-
tional Congress where educational matters
were discussed for the first time. Have as
many or more areas of contention with Mu-
nicipalities who are their employers, e.g., on
teacher evaluation, job stability, "historic
debts." A few modem, younger unionists
open to change in the direction of professional
associations. In general, consider that the
government has not paid back its "debt" to
teachers.

Parents In Chile, they do not
represent a vocal politi-
cal force.

Welfare & safety of
their children for
lower socioeco-
nomic groups, ac a-
demic performance
for higher socio-
economic groups

From the beginning they have approved of the
FSD reform because it would keep children off
the streets. But they have not stood up in
defense of it

Students The consultation on the
secondary curriculum
was the first time stu-
dents' opinion was
sought

Relevance of edu-
cation to youth
culture, modern life
& labor market

Survey of secondary students showed posi-
tive reaction, although more so on the linkage
with youth culture than on preparation for la-
bor market.

FIDE (Fed-
eration of
Private
Education
Providers)

FIDE members account
for 42 percent of enroll-
ments, distributed be-
tween fully private (9
percent) & pri-
vate/subsidized (33
percent) schools. They
have access to right-
wing politicians and to
resources. Strong say
in educational policy.

Freedom of educa-
tional choice for
parents and private
providers

Although initially among those who criticized
the reform for being improvised and too ambi-
tious, and MINEDUC for not having shared
the draft FSD Bill with them in advance, they
soon saw what was in it for them and started
intensively training personnel and getting or-
ganized to meet the challenges. During the
legislative debate, they fiercely defended
themselves against what they see as gov-
emment interference into the management of
private schools. They agree that the reform
and MINEDUC in general are going in the
right direction and have promptly seized the
opportunities offered (e.g., the right to develop
own curriculum)

The Catho-
lic Church

The Catholic Church
controls 'A of all private
schools. Although non-
monolithic, it is fie-
quently referred to as
the largest non-
governmental political
force in Chile.

Values, equity To a large extent the views of the Church
coincide with those of FIDE and the right-wing
opposition. The Church has been critical of
the "moral relativism" of the cumculum, espe-
cially with reference to sexual education.
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"Improvisation" in the Implementation of the FSD Reform

Physical implementation of the FSD reform had not been planned, partly for lack of time and partly

because this was considered a decentralized responsibility. The only existing tool for decentralized

planning which could have served as a vehicle for FSD reform implementation was the PADEM.

But only in a few municipalities had the (still new) PADEMs truly integrated-the perspectives of

physical planners and financial officers on one hand, with educators and outside stakeholders on

the other hand. Thus, only as the reform entered implementation did it become apparent that the

system was not prepared or organized for it and that its implementation capacity was insufficient.

Furthermore, the originally planned reform implementation and coordination unit (in the ministry)

did not materialize. An Executive Secretary for the FSD reform was appointed, but was not made

responsible for the other three programs, and as such was not given the resources or the authority

to be fully effective. There was no mechanism to anticipate and rapidly resolve the unavoidable

problems, mainly with the infrastructure and school feeding programs, that emerged in the early

phases of implementation.

Delays In Modernization of the Ministry

Despite a global plan launched by the Frei administration in 1995 to modernize government and

public management15, interviews conducted in and outside the MINEDUC in 1997 revealed that,

although the ministry was widely recognized as having a strategic vision, it was much weaker on

the "nuts and bolts" of physical implementation. Specific issues identified were:

institutional fragmentation;

ill-defined decentralized responsibilities;

weak information, communication and participation;

under-developed Educational Management Information System (EMIS) and research;

outdated human resource policy; and

insufficient use of modem technology in ministerial management

These managerial shortcomings explain some of the difficulties faced by MINEDUC in the early

implementation of the FSD reform.

15 A modernization commission developed a five pronged strategy aimed at improving human resources man-
agement, client-orientation and the quality of services, transparency and probity, strategic management, regu-
lation, decentralization, and communication.
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Table .7,onsultatio 1,11NVi Seconclaw EfltreaCori Curriculum
Aware of the opposition generated by the secrecy which had surrounded the conception and announce-
ment of the Full School Day, the government began inviting stakeholders to help shape other elements of
the Reform which still required definition.

One example was the national consultation on the secondary education curriculum. The previous curricu-
lum dated back to the 1960s. It badly needed modernization, as recommended by the Brunner Commis-
sion and provided for in the 1990 Constitutional Law on Education (LOCE). The government's education
team decided to avoid a top-down and up front approach to curriculum revision and instead opted to create
conditions for curricular changes at school level linked to pedagogical renovation. As for basic education,
schools were granted the option of developing their own curriculum. In 1996-1997, a curricular framework
for Secondary Education based on OECD guidelines was developed by teams of teachers, academics,
and representatives of the economic sector. Centered on individual learning, it emphasized foundational
disciplines to produce adaptable, fast learning workers and displays a practical orientation to prepare them
better for the reality of the labor market. It reduced by tenfold the number of technical specializations and
occupational families, to promote versatility and flexibility. "Transversal objectives" ensured that values and
behaviors such as discipline, respect and solidarity, self esteem, intellectual rigor, positives attitudes, etc. as
well as computer science and technology are taught through all disciplinary areas, including art.

The ensuing dialogue marked an important departure from past "consultation" in the sense that this time
stakeholders were consulted mid-way through the design process and actually had the opportunity to influ-
ence it. The draft of the curriculum was submitted for comments to a sample of teachers, to some 100 key
Chilean institutions (the Catholic Church, the teachers' union, the political parties, the army, free masonry,
the chamber of commerce) and to the entire secondary school system. The response from institutions was
moderate but included all the key actors. The rate of approval was high, with one important exception:
strong parental and business support for the vocational-technical streams remained despite the ministry's
position that such streams were becoming internationally obsolete. Media discussion of the curriculum was
lively during this period. The process culminated with a review by a panel of international experts to ensure
that the new curriculum met world dass standards. The revised Curricular Minimal Objectives and Basic
Contents Document was approved in May 1998 and is being introduced gradually until 2002.

Status of the FSD Reform After Two Years

Despite a rocky beginningincluding a teacher strike as Minister J.P. Arellano began his tenure at

the end of 1996, protracted debate in the Congress, daily articles in the media (which is largely

controlled by the Opposition), and university student unrest in May-July 199718by mid-1998 no-

table progress had been achieved.

The Full School Day Legislation and regulations were approved, as was funding for the reform

New curriculum objectives for secondary education were endorsed by the Higher Council for

Education

The SNED weightings were revised in light of experience to better promote teacher teamwork

and school linkages with the community

The FSD bill introduced a scholarship fund for needy students attending private subsidized

schools with shared financing

16 Student protests absorbed a considerable amount of the Ministers energy over this period and led to a
broad-ranging package of higher education reforms not discussed in this report. These reforms aim at im-
proving the equity of higher education finance, the relevance of programs, and the efficiency of institutions.
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o Initial implementation problems induced more cooperative planning at the sub-national level,

particularly in the areas of infrastructure and school feeding

o Missteps in the communications arena led to more comprehensive surveys of key

stakeholders (teachers, parents, the ministerial bureaucracy) and clearer outreach and com-

munications strategies

In terms of informal rules, organizational culture and learning, MINEDUC acquired greater credibil-

ity by responding to people's concerns, especially the need for better infrastructure and school

feeding planning as well as demands emanating from teachers. This contributed to slowly re-

building the trust destroyed during the 1980s. For instance, there was progress in intemal thinking

on issues such as school autonomy, new style supervision, and quality assurance. Stakeholder

surveys have been exploited as inputs into strategic and tactical thinking. As a result of these fac-

tors, ideas such as teacher evaluation or school autonomy, which at the beginning of the decade

were rejected by teachers, are now increasingly accepted.

Stocktaking

Looking back at the entire decade it is particularly noteworthy that, in addition to introducing many

innovations, the government not only kept the capitation grant system but continuously improved

on it by making information public, restoring the value of the grant which had declined by 32 per-

cent in real terms from 1981-91, and beginning to differentiate the value of the voucher to reflect

the higher per-student costs in rural areas.

Another remarkable trend is the extent of the efforts to improve equity. In addition to P-900 and

MECE-Rural, during the 1990s:

The capitation grant to rural schools increased nearly tenfold to reach nearly 21 billion pesos

(approximately US$ 41 million);

A subsidy for students with learning difficulties was created in 1995 and by 1999 reached 2.7

billion pesos (US$ 5.3 million);

Allocations to special education increased six-fold to 28.5 billion pesos (US$ 56 million) in

1999;

Scholarships were granted to indigenous, low-income and distinguished students;

o Pre-school education coverage doubled to half a million children (albeit still low);

School-feeding programs reached almost 1.2 million children; and

School health programs benefited 1.7 million children.
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The Debate Around the Policy Choices of the Center-left Coalition

Voucher advocates in Chile argue that the goals of increased quality and equity set by the demo-

cratic government in 1990 did not need to be pursued through the centrally-driven, direct interven-

tions (provision of textbooks, ENLACES, PMEs, P-900, school feeding, etc.) under the MECE pro-

grams. Increases or differentiated increases in the capitation grant could have achieved the same

policy ends and, by allowing schools to choose their input and process mixes, might even have

achieved the same ends more efficiently. From this perspective, some economists argue that the

ministry's direct intervention programs in effect undermined the voucher system, rather than com-

plementing it.

Unfortunately, there is no way to establish empirically whether a differentiated, more flexible and

portable voucher scheme, leading to a different mix of inputs and processes, would have yielded

better outcomes than those which have in fact been achieved. It can be noted, however, that even

the most highly decentralized education systems in existence today in other countries provide

some direct core support to schools. Researchers who have extensively studied school reforms in

Chicago (US), for one example, strongly conclude that decentralizing decision making to the

schools was not enough; complementary core support provided from the central administration

was an essential element of the improvements registered in student learning outcomes".

It is clear that political economy factors were important, and maybe predominant, in the Chilean

choice of strategy in 1990. After a decade of controversy over market-oriented reforms that dimin-

ished the direct role of the state, the new government was eager to be perceived as "different'

engaging directly on priority social issues, delivering tangible goods, and visibly working to aid the

impoverished. Direct and targeted intervention programs such as MECE, school feeding, etc.

served these objectives.

But ministry staff also had technical rationales. In the early 1990s, and to some extent still, there

was less than complete confidence among technicians that schools' discretionary resources would

be allocated to inputs or activities known to make a difference in the classroom, such as well-

designed teacher professional development and high-quality textbooks. In the (somewhat pater-

nalistic?) view of the ministry, all schools might not have access to responsible and competitive

providers of quality-enhancing goods and services. More concentrated technical capacity and

possible economies of scale made it more efficient for some issues to be handled with technical

leadership from the ministry.

17 See Bryk (1998).
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MINEDUC staff point to the experience with textbooks. Giving schools "carte blanche" in this area

would have run the risk that less-informed schools would under-spend on books, or buy low-quality

books. Prescribing which books to use, but leaving the actual purchase to schools would neither

guarantee adequate spending on books nor permit economies of scale in procurement. The strat-

egy actually followedto finance textbooks directly through a centralized bidding process with

publishers while leaving schools a wide range of books to choose from in order to meet their stu-

dents needsis widely acknowledged to have generated economies of scale, resulted in greatly

improved publishers' standards and protected a reasonable measure of pedagogical autonomy for

the schools.

Although voucher advocates in Chile argue for even more autonomy at the school level, most of

the ministry's programs during the 1990s in fact appear as creative attempts to balance "supply-

driven" and "demand-driven" approaches. Incremental funding for school-level quality improve-

ment was not channeled through the voucher, but it was channeled through competitively-funded

PMEs. In lieu of prescribing a single formula for improving school quality, the ministry invited

schools to submit innovative proposals which were evaluated and rewarded competitively. By es-

tablishing the "rules of the game" and funding proposals selectively, the ministry did "control the

process" and restrict schools' flexibility somewhat, but this should be balanced against the advan-

tages the PME system generated, of better central awareness of the school-level innovations going

on and greater diffusion of the best ideas.

As the system has matured over time, in some areas the Chilean authorities opted explicitly for

augmenting the capitation grant instead of direct intervention. This has been the case in the latter

part of the 1990s for the funding of salary increases, additional teacher time to accommodate the

Full School Day, teacher pedagogical teamwork, supplementary attention to at-risk students and

for school repairs. Ultimately, in Chile during the 1990s, both forms of financing have grown pro-

portionately, as illustrated by the table below:

Table 1 . .

Year
Educafidria liheREfilig

Capitation
Grant

a. r't udent (1998 $ /m onth)
Other (Including School Feeding)

1990 117 31

1998 248 80
Source: Division of Budaet and Planning

Balancing supply and demand approaches is difficult. The MECE team, while broadly

praised, has been criticized for doing too much "hand-holding" and giving the schools

overly detailed prescriptions. On the other hand, the progress made in terms of schools"

growing self-confidence and taking initiative speaks for itself. The bottom line seems to be
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that the selection of a "third way" in Chile, combining market and directed approaches, has

produced results.
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This chapter documents the successes and remaining challenges facing the Chilean education

system after three waves of reform spanning twenty years. In analyzing the underlying factors, it

looks pragmatically at the interplay between the market policies of the 1980s, which have been ex-

haustively studied, and the successive contributions of the 1990s, which are relatively less known

outside educators' circles.

Quality: All Children Are Learning Mote

The quality of an education system is to be judged by what it does, not with its most affluent but

with its most disadvantaged students. In addition to trying to boost student learning in absolute

terms, the two democratic governments since 1990 have followed a policy of "positive discrimina-

tion" in favor of the more vulnerable. Data evidence across-the-board gains in average learning

outcomes. But they also show, importantly, that the gaps between private and municipal, and be-

tween rural and urban schools have been closing. Chile's experience in the 1990s provides en-

couraging evidence that well-designed programs aimed at equalizing educational opportunities can

make a difference in a relatively short period.

Average learning outcomes have improved. Improvement appears to have been most robust at

the grade 4 level, where the student population has been more or less stable at nearly universal

participation. (Annex Table A presents results at other levels as well.)

Table 2.1. Grade 4 Average Student Learning Outcomes, 1988-96

Type of School 1988 1990 1992 1994 1996
Municipal 49.25 56.70 63.85 64.43 68.00
Private-subsidized .56.35 58.80 70.15 70.66 73.65
Fully paid Private 76.15 80.05 86.05 85.07 85.85

Source: SIMCE

The achievement gap between public and private schools is narrowing, especially in the early

grades, e.g., from 26 to 17 points between 1988 and 1996 for grade 4 and from 24 to 20 points for

grade 8. This trend has been weaker at the secondary level.
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Municipal schools continue to have the lowest absolute results. In both math and Spanish, private

and private-subsidized schools still register stronger achievement scores. However, as shown in

Table 2.2, much of this differential disappears when the lower socioeconomic status of municipal

school students is controlled for. These findings of Camoy and McEwan (1999) are in line with

previous work by Mizala and Romaguero (1998).

Table 2.2: Comparative Student
Municipal

Achievement, by Type of School (1994-1996)
Voucher Schools Unsubsidized

(Non-voucher) Non-religious I Catholic (Non-voucher)
Raw difference in student achievement (over municipal schools)
Math score - 3.2 10.0 18.0
Spanish score - 3.9 11.4 18.6
Difference adjusting for household factors*
Math score - -0.9 2.7 4.7
Spanish score - -0.8 3.2

Source: Camoy & McEwan (1999)
*Household factors include parents' years of education and monthly family income. For full details, see Annex Table B.

There has been notable progress in rural education, where the achievement gap relative to the na-

tional average has shrunk from more than 30 percentage points to about 10 percentage points

during the 1990s.

Rural School vs. National
Table 2.3:

Achievement in Grade 4
Avera!e Scores 1992 1996
Spanish
National Average 68 72
Rural Avera 34 60
Mathematics
National Average 67 71
Rural Avera . e 34 61

Source: SIMCE; B. Carlson (2000).

The gap between the most at-risk, non-multi-grade schools in low-income areas (which participate

in the P-900 program) and the rest of the system is also declining, although it is difficult to compare

achievements of P-900 schools to other schools because the former have a tendency to enter and

exit the program.

Table 2.4: P-900 Schools vs.
Cohorts being compared

National Achievement in
Gap 1990
(% points)

Grade 4
Gap 1998
(% points)

P-900 vs. National Average 17 9
P-900 vs. National Municipal Average 12 6
P-900 vs. Private-Subsidized Schools Average 25 19

Source: SIMCE ata
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The percentage of students reaching the target score of 70 percent correct answers has increased,

and increased faster than average scores, further evidencing an improvement in the distribution of

learning outcomes.

Table 2.5: Proportion
Discipline

of Grade 8 Students Answering 70 percent of Questions Correctly
Year

1993 1995 1997
Mathematics 23.52 27.46 35.58
Spanish 30.89 29.25 43.19
History & Geography 23.05 35.86 40.92
Natural Sciences 30.43 33.61 37.79

Source: SIMCE data

Interpreting These Data

A passionate and often ideological debate has raged around the interpretation of student

achievement data in Chile. Indeed, it is important to underscore that while raw achievement trends

are fairly robust, they are subject to important measurement limitations. For example, the degree

of difficulty of the SIMCE may be too low in a given grade. Furthermore, the technique known as

"equating" (which ensures that results are comparable from one measurement to the next) has

only been introduced in the SIMCE for the past few years, and many believe that the 1996 test was

substantially easier than the 1988 test This is illustrated by the fact that the scores of fully paid

private schools (FFPS) (Table 2.1) which did not benefit from any special program, increased by

nearly 10 points during the period, putting into perspective the increments registered by subsidized

schools. Using the FPPS scores as a base index=100, the performance of the two types of

subsidized schools can be rapidly re-calculated as follows:

Table

Year

2.6: Adjusted Grade 4 Student Learning Outcomes
Type of School

Municipal Private-Subsidized Private
1988 65 74 100
1990 71 74 100
1992 74 82 100

1994 76 83 100

1996 79 86 100
Source: SIMCE

These adjusted numbers show that while progress in closing the gap in student learning outcomes

may not have been asstrong as the raw scores would suggest, it is nevertheless impressive.

Another way of benchmarking progress is provided by international comparisons. Pending the

results of the repeat round of the Third International Math and Science Study (TIMSS-R), in which

Chile participated in 1999, the table below which summarizes the results of UNESCO/OREALC's

first Latin American Regional Comparative Assessment (1998) gives a sense of the relative level of
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achievement of Chilean pupils, competing for second and third positions with Brazil and Argentina,

just above Colombia, but well below Cuba.

Group

Table2 7:. C 9 Luitr ies.i'S eVsaliwin8
Assessment o StudentAltponleslitiiI7atui2Vegapbfitah

Language

U N ES 0 070RE- i!.

Mathanatics
Grade 3 Grade 4 Grade 3 Grade 4

1 Cuba (343) Cuba (349) Cuba (351) Cuba (353)
2 Argentina (263)

Chile (259)
Brazil (256)

Chile (286)
Argentina (282)
Brazil (277)
Colombia (265)
Mexico (252)
Paraguay (251)

Argentina (251) Brazil e
Argentina (269)
Chile (265)
Colombia (258)
Mexico (256)

3 Venezuela (242)
Colombia (238)
Bolivia (232)
Paraguay (229)
Mexico (224)
Dominican Republic
(220)
Honduras (216)

Venezuela (249)
Honduras (238)
Bolivia (233)
Dominican Republic
(232)

Brazil (247)
Chile (242)
Colombia (240)
Bolivia (240)
Mexico (236)
Paraguay (232)
Dominican Republic
(225)
Venezuela (220)
Honduras (218)

Paraguay (248)
Bolivia (245)
Dominican Republic
(234)
Honduras (231)
Venezuela (226)

Source: UNESCO/OREALC (1998)

Discerning the relative learning impact of the various reform components such as decentralization,

competition, new pedagogical processes, targeted programs and increased educational invest-

ment remains a major challenge. Comparing student achievement by type of school has been a

focus of attention, as policymakers and researchers seek to determine to what extent competition

and private management have driven quality. This is complicated by the difficulty of controlling for

students socioeconomic characteristics.

Recent analyses comparing the performance of all three types of schools (municipal, private-

subsidized and private) have estimated initial outcomes so as to control for differences in innate

abilities, socioeconomic characteristics and other variables. One of the most recent studies cov-

ering the entire universe of schools participating in the 1996 SIMCE showed that fully private

schools and subsidized private schools scored respectively 19 points and 4.5 points higher than

municipal schools (raw scores), but that most of these gaps disappeared when socioeconomic

differences were accounted for (Mize la & Romaguera 1998).18 The superior achievement of subsi-

dized private schools ceased to be statistically significant, at least for grade 4, when students' so-

cioeconomic status, a family "vulnerability" measure, and school characteristics (geographic loca-

18
An analysis of value added using a proxy, a well designed sample, a well specified model, and appropriate

control for students' socioeconomic characteristics showed no statistically significant differences between mu-
nicipal and private-subsidized schools.
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tion, number and experience of teachers, gender, existence of a pre-school program) were taken

into account.19 In Chile as everywhere else, socioeconomic factors carry considerable weight as a

determinant of learning outcomes. On the other hand, schools with comparable vulnerability indi-

ces show large variations in scores. In general the data show that larger schools tend to be asso-

ciated with better results, although with a wide variance which may be attributed to the quality of

teaching. Similarly, there is a positive correlation between the homogeneity of the student popula-

tion and a school's achievement results.

Equity:, Devine PIAD0176289 MO Vmstrateal Commitment

Primary and secondary school participation and completion rates are relatively high across all in-

come groups in Chile compared with most developing countries. Moreover the government

through carefully targeted programs has successfully raised achievements among lower-income

and rural students. However it is sobering to note that, even as average years of schooling have

increased for all income groups, between 1992 and 1996 the gap in coverage between the highest

and the lowest quintiles has increased at two levels: modestly with respect to pre-school-where

the participation rates, at less than 50 percent for the most affluent, remain comparatively low by

international standards-and strikingly for higher education, the level of attainment reached by 60

percent of the rich but less than 10 percent of the poorest.

ulanSell"kgeF-DIAOM*Sge
I II

by Level land, Irscor:ne Quintile
IVLevel III

1992 1996 1992 1996 1992 1996 1992 1996 1992 1996

Pre-Basic 19.4 22.3 21.1 26.8 23.4 30.0 28.0 36.8 43.1 48.4

Basic 92.2 96.5 97.1 98.4 97.8 99.0 98.4 99.4 99.4 99.7

Secondary 73.6 75.3 77.9 81.0 83.0 89.3 88.8 95.3 96.7 97.2

Higher 7.8 8.5 9.8 15.1 13.1 21.5 23.6 34.7 41.1 59.7
Source: Household Survey, 1992 & 1996

This pattern of low participation on the part of the poor, even in a robustly growing economy, is one

of many factors contributing to an overall lack of improvement in income distribution during the

1990s, although poverty incidence (based on a poverty line of income under $2.60/day)29 has been

halved to 23 percent during the period. To be fair, however, education reforms cannot be expected

19 According to the authors, one reason why historically, successive analyses of SIMCE results by type of
school have shown widely different results, leading to ideologically biased interpretations, is that they were
sample-based. The findings, they argue, are highly sensitive to the design of the sample due to the variance in
scores by type of school, location, size, etc. In rural areas, private-subsidized schools have lower achieve-
ments than municipal ones.
20 See Vol. II, Annex I, page 16 of "Chile-Poverty and Income Distribution in a High-growth Economy: 1987-
1995."
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to have short-term impact on such slow-changing economic indicators as income distribution. This

may take one or two generations.

But given relatively equal opportunities at the basic education level, how are income inequality and

the gap in educational attainment perpetuated in Chile? Several factors seem to be at play. First,

the dropout rate between basic and secondary education is high in the poorest income quintile, as

confirmed by the fact that % of youth from that group are not in secondary school.

A second factor is tracking at the secondary level: in recent years, the proportion of students opting

for the "technical-professional" stream over the general academic stream has increased rapidly,

from 27 percent in 1989 to 46 percent in 1998. The overwhelming majority of these students are

from lower-income families. The five areas of specialization in this trackcommercial, industrial,

technical, agricultural and maritimeemphasize relatively low level skills and effectively preclude

students from continuing into the more prestigious universities. De facto, these students are

tracked into low wage occupations or, for the 20 percent who continue into tertiary education, into

second-rate technical training programs.

A third factor is the persistently higher repetition and dropout rates in secondary schools serving

the lower income groups. The retention rate for secondary education is 89 percent in private

schools but only 57 percent in municipal schools.

It is interesting to note that, while in Chile public education spending is better targeted than in most

countries (with 60 percent of the total going to the 40 percent neediest children, see Annex Table

C), in practice the impact may not be commensurate due to a variety of cultural and administrative

barriers. As for the Full School Day Reform, from an equity perspective it will have two contradic-

tory effects: on the one hand it will benefit comparatively more children from poor socioeconomic

backgrounds. On the other hand, with its investment cost of US$1.5 billion and annual recurrent

cost increase of over US$300 million, it is creating additional pressure on educational spending.

This is due to the need to build additional facilities, feed a larger number of students at school, re-

train and hire large numbers of teachers.

Table 2.9: Targeting of Public Educational SpendingBrazil
Share of Poorest Quintile Share of Richest Quintile

Bulgaria (1994/95) 17.0% 21.0%
Chile (1996) 34.0% 6.5%
Colombia (1992) 23.0% 14.0%
South Africa (1994) 14.0% 35.0%

Source: World Bank Database
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Efficiency: A Strong Suit

Under the military government, public spending for education declined from 4.0 percent of GDP in

1981 to 2.6 percent in 1990. Despite this, student intake grew by 42 percent in highereducation21,

the secondary enrollment ratio increased by nearly 15 points, pre-school enrollments expanded,

and nearly all students completed basic education. Clearly the number of stir-dents educated per

unit of public spending increased greatly over this decade. But whether or not this constitutes in-

creased efficiency depends upon what happened to quality. The general assessment is that on

average quality either declined slightly or was stagnant Thus, there are some grounds for con-

cluding that the market-oriented reforms initiated by the military government were successful in im-

proving the efficiency of public spending on education.

Year

Table 2.10: Public Spe
(in 1,000s

Preschool Basic

'ding per Pupil by
of 1997 Pesos)

Level of Education

Seconda Adult HI, her1=1.1111
1983 223 142 149 148 164 1 599

1987 190 131 134 117 118 1,040

1990 204 135 137 117 111 998

1992 205 158 331 150 77 937

1996 290 241 515 249 102 897

Source: MINEDUC, Budget & Planning Division

Part of the story is the mobilization of private education spending, especially. in higher education,

where it funded most of the enrollment expansion in the 1980s (through the introduction of cost re-

covery and student loans at public universities). Between 1990 and 1997, private education

spending increased further (from 2 percent to 3.2 percent of GDP) mainly in higher education and

also as private-subsidized schools were permitted to seek financial contributions from parents un-

der the shared financing arrangement.

However, while average quality may have remained stable in the 1980s, this wasachieved at the

cost of equity: the dispersion in SIMCE scores widened, as subsidized private schools serving a

better informed, better-off population grabbed the opportunities offered by the capitation grant sys-

tem, while their municipal counterparts serving the most vulnerable children did not benefit from

any compensatory programs.

The resulting achievement gap is what led the democratic governments of the 1990s to re-orient

priorities towards quality and equity. This commitment, combined with a fast growing economy,

made it possible to more than double real public education spending, which from 1990-97 rose

from 2.6 percent to 3.4 percent of GDP. As documented earlier, the programs supported by these

21 And doubled between 1982 and 1994.
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funding increases have resulted in sustained absolute and relative quality improvements. The

question is to what extent a different policy mixa greater private sector role, more reliance on

performance incentives, more stringent standards, narrower targetingcould have had more im-

pact per dollar while still being politically feasible? At the macro level, there are no good assess-

ments of the cost-effectiveness of the system to allow the question to be answered with accuracy.

The most recent estimates of rates of return to education in Chile are not surprising for an upper

middle income country. They illustrate the importance, from an efficiency as well as equity per-

spective, of (1) improving the quality of secondary education in general and the relevance of sec-

ondary technical-professional education to the skill requirements of the modem labor market; and

(2) ensuring that a higher proportion of youth (presently 30 percent) reach tertiary education to

ameliorate income distribution, labor productivity, and long term growth prospects.

Country
Tab162.11. Private Returns to Education

Private ROR
Chile (1998)
Basic*
Secondary
Tertiary

OECD (1994)
Primary*
Secondary
Tertiary

5%
9%

20%

rda
12.4
12.3

Sources: University of Chile, OECD (1998)
*Basic education in Chile spans eigh years, while "primary school in OECD lasts six years.

School Choice: What Can We Conclude From Chile's Experience?

One of the most controversial policies at the time of the military government was the introduction of

school choice, based on the theory that competition would drive efficiency and quality gains.

Evaluating the policy is complicated by the fact that during the 1980s, its adoption coincided with

the restructuring of the system and a fiscal crisis, and that during the 1990s whatever positive im-

pact competition could have on achievement was enhanced by other inputs (materials, improved

pedagogy, targeted interventions, shared financing). What has worked or not, and why?

To What Extent Has Competition Increased Quality?

Student achievement and other data from the 1980sthe only period when "pure" competition af-

fects can be observedshow no evidence that average school quality improved, at any level of the

education system. And basically stagnant average quality masked a growing learning gap be-

tween students from the private-subsidized and municipal sectors. Scores improved for the former,

but for the latter experienced a continuous decline. The gap has been steadily closing during the
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1990s, especially during the second half of the decade, leading many to conclude that the source

of progress is the combined effect of competition, increased investment and targeted programs.22

Are Private-Subsidized Schools More Effective?

Students in private-subsidized schools test higher than students in municipal-schools. However,

research shows that the students who attend private-subsidized schools come from higher-income

and better-educated families. Espinola notes that 70 percent of municipal school students come

from the two lowest-income quintiles versus 45 percent for the private-subsidized schools (see Ta-

ble 2.12). This suggests that private-subsidized schools are able to select students to a much

greater extent than municipal schools can. Although all schools are legally required to admit all

students, there is evidence that both private-subsidized schools and elite municipal schools which

face excess demand practice screening.23 Private-subsidized schools since 1993 can ask for fi-

nancial contributions from families, which can create a barrier for lower-income students. Camoy &

McEwan (1999) found that controlling for student background, students in (non-religious) private-

subsidized schools perform no better on SIMCE tests than students in municipal schools. How-

ever, they also found that students in religious (Catholic) private-subsidized schools perform sig-

nificantly better than students in both non-religious private-subsidized schools and municipal

schools. Even after controlling for student background characteristics, the Catholic schools' per-

formance edge diminished but did not disappear.

;,-1:able

Income Quintile
2. istnbuton of Students

I

(lowest-scoring quintile)

by Fa
II

Wily Income
III

and Average School SIMCE Scores
TOTALIV V

(highest-scoring quintile)

I (poorest) 32.9 27.3 22.0 14.0 3.8 100

II 23.2 22.3 24.9 20.2 9.4 100

III 18.9 20.6 20.2 23.1 17.2 100

IV 8.7 14.1 18.3 31.0 28.0 100

V (richest) 3.7 8.3 10.8 16.2 61.0 100

% of schools 20.0 20.0 20.0 20.0 20.0 100
Source: Fundacion Nacional pare Ia Superacion de Ia Pobreza, 1996 data

22 A recent study by the University of Chile (Bravo, Contreras & Sanhueza 1999) uses PER (1982-84) and
SIMCE (1988-97) results to analyze, in an equity perspective, the gap in student learning between subsidized
and private,schools following the introduction of the capitation system. A number of techniques are applied to
reduce (although not totally eliminate) some of the weaknesses linked to the design of the sample and the diffi-
culty of the test over time. By analyzing the tests scores on a percentile basis, the study finds that averages
obscured huge differences, with some years showing simultaneously a rise in the average score and a decline
in the lowest scores. Inequity indicators worsened throughout the 1980s and started improving subsequently.
The distribution of scores show a high concentration of good scores in private schools growing over time as
better students have migrated there and of poor scores in public schools being constant over time despite this
exodus. Inequity among schools tended to increase in the early years of the period and to decline continu-
ously in the last years, although these trends are not statistically significant. Finally, the performance gap be-
tween public and private schools diminishes when socioeconomic and geographic factors are taken into ac-
count; in the 1990s it becomes insignificant and in the second half of the 1990s, negative.
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Are Private-Subsidized Schools More Efficient?

The evidence is mixed. This was probably the case in the 1980s, when private-subsidized schools

had essentially the same per student resources (through the capitation grant) as their municipal

counterparts. Student-teacher ratios in private-subsidized schools are typically higher than in mu-

nicipal schools, for example, although this is also due to the fact that relatively more of the latter are

located in rural areas where population density is low. There has been little analysis of the extent

to which spending per student in private-subsidized schools has increased as a result of the 1993

shared financing reform (allowing parental financial contributions to private-subsidized schools,

which are only partially offset by reductions in the capitation grant). In 1999 parental contributions

were equivalent to 37 percent of the amount of the grant. This kind of spending differential, cou-

pled with evidence of a more advantageous student population, could imply that private-subsidized

schools are actually less efficient than municipal schools in absolute terms. However, they would

still represent a more efficient use of public education resources.

Type of School
Table 2.13: Monthly Per Student Cost, by School Type (1998)

Per Student Cost (Pesos)
Fully Private
Private - Subsidized'

110,500 (average)
Up to 46,000

Municipal 26.000** (average)
Source: P. Gonzalez, in UNDP "20/20," 1999
An estimated 1350 private-subsidized schools or 15 percent of the subsidized sector mobilize additional funding from
parents (1999)
**Broken down as follows: capitation grant=20,000 pesos; other public expenditures,000 pesos. The exchange rate
in 1998 was US$1=460 pesos

Mizala and Romaguero distinguish between the concepts of allocative and technical efficiency.

Their studies conclude that private-subsidized schools have greater allocative efficiency because

they are not subject to the lack of control over staffing issues and the option of deficit financing in-

herent to the municipal education management and financial system. The private-subsidized

schools also have higher technical efficiency, i.e., given comparable inputs, they also achieve

slightly better results. How exactly and why (school leadership, student/teacher ratio, more inter-

action with parents, more testing, etc.), though, is still a subject of speculation and an agenda item

for research.

Has Privatization Eased the Pressure on Government Resources?

Yes. This was clearly the case during the fiscal crisis of the 1980s, when public spending on edu-

cation declined sharply. It is also true in the 1990s, when private education funding (as a share of

23
V. Gauri (1998) found that 28 percent of students in the subsidized sector of Santiago had taken tests to be

admitted in their current schools. Fees, lack of transparency in enrollment procedures, in-school rules and the
cost of uniforms are de facto screening devices.
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GDP) continued to grow, even though public spending on the sector increased (as a share of

GDP) as a result of a strongly performing economy and government commitment to education.

Chile's education policies, which have successfully mobilized considerable private investment in

human capital formation, have clearly made it possible for the country to achieve more in education

per unit of public expenditure.

This should not be construed as a policy recommendation to deliberately reduce public funding in

order to stimulate increased private financing. Basic education is fundamentally a public good

which in all countries is largely financed out of public resources, whoever actually provides the

service.

What Criteria Have Guided Parents' Choice?

The theory underlying school choice models is that informed parents will make rational decisions

between competing public/private schools based on quality as measured by achievement scores.

The reality in Chile has diverged from this theory in at least three important respects. First, in prac-

tice, objective student achievement information has not always been available to guide parents'

choice. For most of the 1980s, student achievement scores were not reported by school or made

publicly available. Second, as has been pointed out by many critics, in many (and especially rural)

areas, low population density effectively precludes a choice of schools.24 And third, even in areas

where parents faced a diversity of schools, surveys and focus group studies have found that fac-

tors such as school status, peer effects, or "frills" not directly linked to teaching quality, but perhaps

suggesting an environment richer in social capital and potentially higher achieving peers, have in-

fluenced parents' decisions. (Camoy & Mc Ewan 1999; Gauri 1998). This does not necessarily

mean that parents have made a "bad" choice, given the constraints they face. But it does suggest

that the most rational basis for a parent's choice of schoolschool productivity (or a school's ability

to produce improvements in student test scores per unit of cost) or "value added"may not always

predominate.

Has Competition Increased Educational Choice and Diversity?

In Chile the evidence suggests that marketization of education during the 1980s did not serve the

rural areas, the poor or groups with special needs. Nor, interestingly, does marketization seem to

have stimulated significant innovation in education delivery. Initiatives such as "schools for the

arts" or secondary magnet schools (the "Montegrande" program) have come from the government

during the 1990s, not the subsidized private sector. Many analysts have noted that schools' efforts

24 However, the choice theorists argue that this is a design issue, as government could put low-performing
municipal schools up for bids by NGOs or entrepreneurs.
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to differentiate themselves and develop market niches concentrate heavily on cosmetic, rather than

substantive, factors. Private-subsidized schools appear keenly aware of parental preferences for a

traditional type of education and such visible factors as an English name or uniforms. Gauri (1998)

notes that private-subsidized schools are in many ways more similar to municipal than to fully pri-

vate schools, because the constraints are cultural and institutional, not just bureaucratic.

Can Chile's School Choice Model be Replicated?

As pointed out by Winkler and Rounds (1993), a number of conditions facilitated the introduction

of school choice in Chile. To what extent would they be found elsewhere? First, the country had a

tradition of public support to private schools (dating back to the 1950s); although this is a relatively

common situation worldwide. Second, the policy was designed and implemented in an authoritar-

ian setting that did not permit political opposition. The suggestion that it could not be emulated in a

democratic context is belied by examples of countries such as Colombia, the Netherlands or New

Zealand, but borne out by the difficulties experienced by Mexico as it seeks to introduce market

reforms into higher education. Third, local managerial capacity was comparatively better than in

most other industrializing nations. Finally, the country enjoyed a low incidence of corruption, a

relatively strong audit capacity and good statistical and assessment systems.

In summary, the Chilean case confirms the experience in other countries that while competition is

healthy and can promote increases in efficiency, in and of itself it will not necessarily increase

quality or equity. For these goals, complementary instruments (or incentives) designed to change

classroom practices and focus ressources on the most vulnerable are needed. Further improving

the voucher system could help. But exclusive reliance on a market approach is unlikely to work.

Institutional Modernization: The Oft-Postponed Challenge

Although President Frei launched a reinventing government" initiative in 1995, due to more

pressing priorities and a lack of political readiness, the modernization of educational institutions has

repeatedly been postponed.

The Decentralization Agenda: A Matter of Alignment

Compared to many countries, the Chilean decentralization process could be considered a success.

The introduction of Regional and Municipal Plans is a case in point. However, the sophistication of

the FSD reform calls for more smoothly functioning local institutions.

One of the issues is a persistent deficit in municipal education budgets, a source of friction with the

central government. It can be attributed to three factors: an inadequate analysis of the fiscal and

skills requirements of decentralization in 1980; insufficient attention to the development of local
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leadership and management capacity, as training was suspended in the 1980s and concentrated

on pedagogy in the 1990s; and the expenditure increases triggered by the Teacher Statute in

1991.

A second issue is that the "municipalization" process of the early 1980s also created for the

schools a split governance structure, which has been a source of inefficiency and of confusion.

Roles and responsibilities were not always clearly defined, resulting in administrative duplication as

well as "empty' layers.

Finally, the educational decentralization process has been described as incomplete or asymmetri-

cal. It was stopped at the municipal level in 1980,25 and the decisi6n-making powers transferred to

the schools during the 1990s are concentrated in the curricular and pedagogical spheres. Teach-

ers are managed by municipal governments and only a tiny percentage of mayors has agreed to

delegate financial management to schools as authorized by law. Indeed, repeated quality initia-

tives26 proposed by MINEDUC which require school-level flexibility have been frustrated by the re-

sistance of local governments to "letting go," by the weak capacity of school directors, and the fail-

ure to manage the teaching force. Quality is a holistic concept, and the split governance as well as

the lack of opportunities for integrating managerial and pedagogical concerns may limit the scope

for full school renewal and slow down the emergence of a class of modem school managers.

Institutional Fragmentation: From Walls to Bridges

The use of the project format to un-bundle managerially complex tasks, "silo thinking" reflecting a

hierarchical tradition, and strong program identity, reinforced by the lack of a common language

between different professional groups, all have contributed to the existence of a compartmentalized

education system and ministry. This has been at odds with the team-and network-based, cross-

disciplinary and participatory approaches advocated in the 1990s. Overcoming these cultural barri-

ers became critical with the need to create synergy between the many, old and new, components

of the all-encompassing FSD reform in 1996.

Weak Information, Communication and Participation

Until recently this fragmentation was exacerbated by a poor flow of information, both internal and

external. SIMCE scores only became public in 1995. It took many months for the messages of the

1996 reform to be communicated clearly in terms of the societal changes announced in the Brun-

25 For the military government, the municipalization of the school system was a transitory step towards full
privatization.
`° Examples indude the establishment of resource centers and the operation of secondary level extracurricular
activities.
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ner Report. The design of the FSD reform, emphasizing the substantive, was based on expert in-

puts and the concept of participation remained "front-end" i.e., formalistic and controlled until the

1997 consultation on secondary education curriculum. Today there is growing concern that under

radical interpretations of the "Freedom of Education" concept by private providers, school admis-

sion and operating rules are hardly transparent and children's "Right to Education" is not enforced

forcefully enough. Information availability remains asymmetrical between schools and parents.

Most observers agree that these deficiencies unnecessarily slowed down initial public embrace of

the FSD reform and its impact

"Soft" Quality Assurance and Accountability Mechanisms

Chile already has, or is in the process of establishing, most of the elements of a quality assurance

framework: national curriculum, universal student assessment, educational statistics, EMIS,

teaching standards, accreditation programs, growing use of client surveys. The on-going chal-

lenge is to move from the concept of educational "accounting"reporting assessment results,

complying with rulesto a culture of educational "accountability" in which all stakeholders proac-

tively keep their eyes on the goal, systematically cross multiple sources of information, focus on in-

tra as well as inter-school differences, demand improvement (in the case of parents) and take ac-

tion to that effect (teachers). At both ends of the political spectrum, there is still nostalgia and finger-

pointing. A culture that celebrate and rewards successes is already in place but there is room for

increasing the "demandingness" of the system.
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This section looks at the education reforms implemented to date in Chile in a broader international

context, focusing on two policy clusters: (i) choice and demand-side financing; and (ii) decentrali-

zation and accountability.27

Choice and Demsuld-side Financing

Universal vs. Targeted Coverage: The Netherlands and Chile are the only two nations in the

world with a universal capitation grant system, i.e., applying to all students and to public as well as

private schools. As in Chile, in the Dutch system public and private schools are government-funded

on an equal footing. The role of the private sector in Holland is more extensive than in Chile, with

70 percent of the schools privately administered.

All other demand-side financing systems in existence across the world are limited in scope, usually

targeted to poor children, groups with special needs or differentiated by type of school. In the U.S.,

for instance, the number of children in voucher programs amount to only 0.1 percent of the total

(0.5 percent if charter schools, another market approach to education, are included), although

there is growing interest in both of these approaches on the part of inner city parents. The two

best-researched publicly funded voucher experimentsthe Cleveland (Ohio) Scholarship Program

and the Milwaukee (Wisconsin) schemefocus on low-income students. This was also the case

of Colombia's secondary education voucher program (since disbanded). Other targeted popula-

tions have been girls, especially in rural areas (e.g., Pakistan), particular ethnic groups (e.g., Mex-

ico), or vulnerable age groups such as pre-schoolers in Spain.

In New Zealand capitation funding is available to public schools and "integrated" schools (i.e., pa-

rochial schools that comply with government standards regarding the curriculum, teacher qualifica-

tions and remuneration, inspection by the Education Review Office, etc.) Funding equivalent to 30-

40 percent of the capitation amount is available to elite, strictly private schools who also agree to
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some degree of compliance. Schools that refuse to apply the national curriculum are not eligible.

An interesting feature of the New Zealand funding formula is that the capitation amount a school

gets is adjusted for the average socioeconomic status of students in that geographic area.

Many other OECD countries provide funding assistance to private schools, but this is usually under

contractual arrangements rather than as an automatic capitation grant These include Australia

and Canada, England and France, Japan and Poland.

Payment to Parents Rather Than Schools: This is, in theory, the difference between a voucher

and a capitation grant system. A voucher, being portable, offers more flexibility to recipient fami-

lies. In practice, under both models the funds are usually paid to the schools, except in the case of

scholarships designed to keep children in school (Brazil for poor children, Indonesia for junior sec-

ondary students, Morocco and Mozambique for girls).

Sweden is one of the few known cases of grants to families rather than to schools at the basic

education level. There, in principle the money follows the student, although the degree of enact-

ment varies from one municipality to the next In the municipality of Nacka, for instance, parents

are provided with a voucher to be handed over to the school of their choice and with a directory of

each school's location, aims, pedagogy, organization, and opportunities for participation in the de-

cision-making process. Schools compete proactively for clients, especially as the voucher has to

be renewed at regular intervals.

If Chile wishes to move in the direction of greater differentiation in the amount of the capitation

grant based on students' socioeconomic levels, a relevant model might be New Zealand. The tar-

geting of schools in that country is based on a grid crossing Census and Internal Revenue data

(not data generated by the education system) and taking into account family income, ethnic char-

acteristics, and other quality of life variables. Schools are classified on the basis of where the aver-

age number of inhabitants in their geographic area fall in this decile index, irrespective of the actual

student population makeup in the school. The ratings remain fixed for the entire intercensal period.

While the targeting is not perfect (a high-income child could attend a low decile school and bring to

that school a high capitation grant), the reporting is fairly accurate because it is based on data col-

lected for purposes other than determining eligibility for education grants. Transaction costs are

low, as are the risks of information distortion, and the system is transparent because the unit value

of the grant is clear and stable for a number of years.

27 Based mainly on Patrinos (2000); Leithwood, Edge & Jantzi (1999); and OECD (1993).
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Student Selection Process: One criticism of the Chilean choice model is that "private subsidized

schools have improved their scores by selecting better students rather than by changing their prac-

tices" and that "it is the schools, rather than the parents, who can choose." This has contributed to

a "right to education" problem for children from lower socioeconomic status, who may not be able

to meet a desired school's test standards. The Milwaukee scheme has addressed this equity

challenge by providing that if a school is oversubscribed, students will be randomly selected from

the applicants. If it is not oversubscribed, the subsidized school is required to accept all who apply,

with only minimum exclusions. In recent tests, voucher students in Milwaukee scored 11 points

higher in mathematics than their counterparts in urban public schools.

School Eligibility Criteria: Some countries regulate access to their demand-side financing

schemes by type of schools: in Scotland, for instance, students can choose only between public

schools, while in some United States, the choice program is restricted to public and non-sectarian

schools. Other nations, like Chile, establish criteria and support any school meeting them, regard-

less of their religious orientation. This is the case for Australia, for Denmarkwhere two-thirds of

the students are in private schoolsthe Netherlands and New Zealand.

Consequences of Under - performance: One argument in favor of marketization is that, in theory,

failing schools, like firms, will not be allowed to continue operating. Some nations have taken

strong measures to that effect In England, the local councils put failing schools up for bids by the

private sector. In the Netherlands, emphasis is on a 2-3 year "accompaniment" of the corrective

process. In the US, 31 States have sanction provisions in effect: academically bankrupt schools or

districts first receive technical assistance and on-site monitors or conservators. If they fail to im-

prove,, they may be taken over by the State authorities, lose their local governance, or face closure

or "reconstitution" with new directors, new faculty, reassigned students, and financial penalty. The

impact of these measures over the short and medium term is a hotly debated topic.

Decentralization and Accountability

While educational decision-making is some times decentralized for ambiguous or non education-

related reasonse.g., fiscal crisis in the central govemment or power consolidationmany nations

with centralized systems have moved in this direction because it is recognized that decisions that

are "owned" by the stakeholders will be better implemented. Experience suggests that devolution

(the transfer of decision-making power to lower levels of governments) works marginally better

than deconcentration (transferring these decisions to local units of the education ministry). As we

have seen, the Chilean decentralization contains elements of both.
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Locus of Decision-making. In Chile, the management of schools, their financial resources and

personnel, is vested in municipal governments. Schools have curricular and pedagogical auton-

omy; as seen before, by law they can also be delegated the right to manage their budget, but very

few mayors have taken that step. Many, including in the Chilean MINEDUC, feel that decentraliza-

tion is incomplete.

By comparison, in 1991, out of 14 nations surveyed by OECD, Ireland and New Zealand were by

far the most decentralized systems, with three-fourth of the decisions made at school level (salary

decisions and standards remain a central responsibility). In four Nordic nations and three federative

countries (including the U.S.), three-fourth of decisions were made either at the school or the in-

termediate level. The intermediary and national levels still played an important role in countries

such as Spain and France. The intermediary levels had no role in Portugal but were the key play-

ers in Switzerland. In most countries, private schools enjoyed a much higher level of decision-

making than public schools.

School-based Management School-based management is the most radical form of decentrali-

zation, when a majority of decisions in all traditional areasgovernance and choice, finance, cur-

riculum and pedagogy, resource management and can be made by and in the school. As can be

seen from the table below, Chile's model is less decentralized that those of many other na-

tions/regions. A similar LAC table would show that several other nations (e.g., El Salvador, Minas

Gerais in Brazil, Nicaragua) enjoy similar higher degrees of school-level decision-making power

than in Chile.

Decentralization and market approaches place greater skill requirements on administrators, school

managers and teachers and assumes certain conditions which are not always present in less de-

veloped nations. For instance, giving schools their own budget to purchase technical assistance in

replacement of the old inspection service, as done in Australia, New Zealand and the United King-

dom assumes to existence of providers. Chile is closer to that situation than most less-developed

countries.

Additionally, the impact of school-based management on student learning has been shownat

least in the United Statesto depend on the degree to which staff decisions are explicitly moti-

vated by a search for student learning improvement and not mainly by other goals such as teacher

welfare.
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Table 3.1: Degree
Functions

of School-based Management in Selected Countries
Country

Chile England The
Netherlands

New Zealand U.S.
Chicago

"Governance
-School councils elected
-Councils select school director

x
le if if

J
-

if
if

"Choice
-Parents select school
-School sets admission re-
quirements

if
x

I" iii.
it

I
if

J
if

'Finance
-Funding follows students

if.
'Pedagogy
-Set the non-core curriculum
-Choose pedagogical approach If

xI 1 I 1

"Resource management
-Develop school improvement
plan
-Allocate non-personnel budget
-Selection of textbooks

if
X*I

if
if
1

if
It

if
if

ifI
1

"Personnel management
-Hire and fire school director
-Hire and fire teachers
-Set teacher salary scale
-Assign teacher responsibilities
-Schools purchase professional
development

X
a
X
1i X

if
1

if
X
1
1

if
X
if
1

if
xI
II

"Information
-Independent public audit or
inspection
-Public test scores
-Public measure of value-
added

X
"1

V
1

if
1
1

I
it
X

x
if

'Incentives
-Director job security linked to
student performance
-Teacher job affected by stu-
dent performance

-X
K

if
It

X
x

I
if

if
if

Source: Various LACSHD documents
Legend: I- yes; X - no; not applicable
*Authorized by law but seldom done in practice
"Among public schools only
"'Funding formula takes into account the number of students
*""Among public and private schools for the Netherlands, New Zealand and Chicago

Decentralization and Accountability. Unless school autonomy is balanced with accountability,

there is a risk that schools may be complacent and/or serve the goals of the community only and

not those of the nation as well. Furthermore, with global competition and the concern for efficiency

in the use of tax money, accountability is likely to endure. The Chilean school model, perhaps be-

cause the powers it gives to the schools are moderate, does not make full use of accountability

mechanisms introduced in other parts of the world.
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Advanced forms of school-based management can be found in Australia and New Zealand under

the name of "new managerialism" which combines it with deregulation and delegation. These re-

forms emphasize a shift from process to output controls, management and institutional design, and

organizational differentiation of schools. School directors are accountable to the authorities for effi-

ciently meeting the goals agreed with the school board of trustees.

Market Approaches to Accountability. Chile was a pioneer in breaking the monopoly of public

schools by introducing competition from the private sector, opening boundaries across municipal

systems, altering the funding system, publishing school results; in 1996 it also introduced the con-

cept of magnet schools through the "Montegrande" project which funds on a competitive basis

secondary schools with a particular innovative pedagogical or managerial "theme." A number of

countries (Australia, England and the Netherlands, Canada, the US, New Zealand and parts of

Asia) have gone further in encouraging a diversification of the supply of schooling services through

the creation of charter schools, academies and other specialized educational facilities. In these

schools, the "customer' determines what the information should be. For instance, charter

schoolspublic schools which are freed from certain regulations against a commitment to deliver

agreed results--may well emphasize specific values as part of their promise of delivering quality

outcomes. This has the advantage of "pulling together the participating communities.

Professional Accountability and the Standards Movement Another strong reform movement

believes that teachers and school administrators are key to the improvement of school outcomes.

The thrust of it is that the authorities agree to lessen regulations on teaching while the profession

agrees to tighter quality control of teacher competence at entry through the accreditation of teacher

preparation programs, rigorous licensing/certification procedures, and voluntary advanced certifica-

tion for experienced teachers. Thus, teachers define the meaning of quality and take responsibility

for ensuring it as befits a modem professional association. This movement is particularly robust in

countries such as Australia and the US, where the teaching profession has reached a level of ma-

turity not yet present in Chile. While these reforms are close to those of Chile in the 1990s in the

emphasis they place on teachers, the initiative in Chile was taken by the government, while the

Union remained traditional in its corporatist posture. This has begun to change lately, although

MINEDUC has remained in the lead role, involving the Union in the definition of teaching standards

with Australian technical assistance.

The Management Approach. Found in England as well as other parts of the world such assome

U.S. states or Canadian provinces, this approach focuses less on structural changes than on

value-added, on making schools more strategic in their goals and more data-driven in the means to

reach them. The tools used are controls: control of inputs such as teacher competencies and the
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(national) curriculum; control of processes through program specifications, performance appraisal

systems, merit-pay and a variety of planning strategies; control of outputs through the setting of

student standards and testing to ensure consistency across or within jurisdiction. School inspection

by autonomous bodies as found in the United Kingdom, Scotland and New Zealand represent at-

tempts at controlling/ monitoring all three dimensions, based on multiple indicators. In England,

standards and accountability are found at every level of the system, and accountability is based on

parental empowerment and "whole school" inspections.

Some reformers in Chile are advocating similar approaches, although back home they have been

surrounded by controversy. Mobilizing parents as "watchdogs" on school governance boards has

been difficult in England; in Chile, while feasible, for the historical reasons mentioned early in this

report, it would require a determined and sustained effort. As for external inspections, although

recognized as bracing, they have been criticized as being too cut off from the reality of schools. In

England one finds a striking contrast between the dynamism of the reform movement and teach-

ers' low morale and level of anxiety; this can be traced to the blame placed on teachers by the

Thatcher government and concurrent image deterioration, the rapid changes in the teachers' cul-

ture where autonomy has been replaced by accountability and reform overload. Not unlike the

democratic governments of Chile, the Blair Administration is trying to preserve the positive aspects

of the previous administration while regaining the trust of the profession.
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Successes

The education strategies adopted by Chile in the 1980s and 1990s were philosophicallyand op-

erationally very different. However, all have earned Chile the label of "innovator" among develop-

ing and industrialized countries in the areas of education finance, management and pedagogy.

Furthermore, the country followed an unusual strategy of change within continuity. The cumulative

impact of one of the world's longest-running and most ambitious reform sequences has generated

considerable food for thought. This section summarizes some of the key lessons other countries

can derive from Chile's experience.

Lesson 1: Policy continuity in the pursuit of core education goals pays off

Chile has demonstrated an impressive ability to reassess and continuously build on previous

policies, in contrast to the wholesale repudiation of previously launched reforms thatcharacterizes

changes of government in most other countries.

During the past decade, there has been a high degree of stability in the education technical

team across the two democratic administrations.

Successive education ministers have steadily pursued the core goals of quality, equity and ef-

ficiency, using evaluation data to assess progress objectively.

Education ministers also have been able to integrate the education agenda with the core mac-

roeconomic policy agenda and to gain national political support for increases in education spend-

ing

An exogenous factor which also has contributed to Chile's educational progress is the coun-

try's strong fiscal and macroeconomic performance from 1987-97, with real per capita income

growth averaging 7 percent per year. This allowed the government to undertake costly, long-term
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investments in human capital formation and to maintain this commitment even when climate vaga-

des and the Asian crisis of 1997 put pressure on fiscal resources.

Finally, in part because of the progress it has been able to demonstrate, the education sector

also has enjoyed highly visible political support from both the presidency and the Ministry of Fi-

nance throughout the 1990s: in the public discourse, in the flow of resources, in daily events show-

casing education and in weekly visits to the most humble schools.

Lesson 2: Structural reforms of system 9ovemanceschool choice and decen-
tralizationare not enough

Chile's bold structural reform of education system governance in the 1980s constitutes the

longest-running and largest-scale test of a capitation grant or voucher system yet implemented

anywhere in the world. Although the political context for this experiment is clearly not transferable

to other countries, Chile's experience with demand-side financing of public and privately managed

schools does permit some cautious conclusions:

The introduction of school choice appears to have positively stimulated system efficiency

(average student learning achievement over the decade was stable, despite a sharp drop

in unit costs) and parental satisfaction (some 30 percent of students exercised choice and

shifted from municipal to private subsidized schools over the decade).

It is impossible to say whether school choice in and of itself is very effective in stimulating

improvements in school quality, because it is difficult to extrapolate what might have hap-

pened to average school quality and student learning outcomes in Chile if government

spending on primary and secondary education had not declined precipitously following the

1981 reform. There is interesting evidence from surveys, however, that factors other than

student achievement influence (or distort) parents' choice of schools. This suggests that

the competitive pressures generated by a choice system may not necessarily maximize

school academic quality. This is a crucially important area for further research.

In the absence of compensatory actions, school choice systems can adversely affect eq-

uity, because choice is not universally available de facto. Chilean parents, especially in ru-

ral areas (where the population density was too low to make multiple schools economi-

cally viable), often had no real alternative to municipal schools, even if these were under-

performing.

The legal system was well established in Chile, and corruption was low. Government

audit capacity was strong. These are necessary conditions for success in implementing a

capitation funding system.
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Lesson 3: Quality requires an explicit focus on the "Inner workings" of schools

Chile's experience suggests that governance reforms can create stronger incentives for effi-

ciency and quality, but market forces alone may take some time to produce actual improvements,

particularly in system quality, and may never be sufficient in the case of vulnerable groups. Com-

plementary policies and programs explicitly focused on the inner workings of schools and played a

key role in stimulating more rapid and evenly distributed improvements in school quality and stu-

dent learning in Chile.

The micro change strategy initiated in 1990 focused on the "black box" of the classroom. Key

elements have been:

Systematic efforts to break teachers' isolation and promote professional exchanges and

reflection on practice through the creation of a variety of teacher networks. Chile has

been notably successful in assisting teachers from different schools to work together, es-

pecially in remote rural areas

Programs to stimulate school personnel to work as a team to diagnose their problems and

identify possible solutions, such as the competitively funded school improvement

projects (PME), regular school-level feedback on standardized tests of student learn-

ing achievement (SIMCE), and whole-school evaluations and performance awards

(SNED)

High-quality, continuous professional development opportunities for teachers, designed

by the ministry in collaboration with local universities, emphasizing a child-centered ap-

proach ("every student can learn"), encouragement of self-paced learning and higher or-

der thinking among students, and the use of diversified teaching strategies

Attention to schools' capacity to absorb change, reflected in such things as the shift over

time from direct provision of classroom materials to schools' independent selection of

books from a ministry-approved catalogue, combining a needs-based approach with low-

cost, centralized bulk purchase. The 1996 extension of the school day is another example

of gradually increasing expectations being placed on the school system, as capacity im-

proved.

Virtually all of the major programs designed by Chilean education authorities in the 1990s are

in line withand in some cases anticipatededucation research findings from OECD countries

over the past decade. Similar approaches focused on the "instructional core," relations within the
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school, and the school's links with its community are now being adopted in many other places.

Chile's story provides some evidence that the best way to generate quality is through a combina-

tion of adequate inputs and professional learning communities, organized around shared goals to

improve student learning, differentiate teaching strategies and increase accountability.

Lesson 4: Well - targeted programs can improve equity

Bearing in mind the limitations of SIMCE, Chile's progress in closing the achievement gaps

between municipal and private subsidized, and between urban and rural schools in a relatively

short space of years in the 1990s holds important lessons for other countries. Most analysts credit

the early introduction of programs tailored to the special needs of particular vulnerable groups: for-

mal and informal early childhood and pre-school programs, MECE-Rural for multi-grade schools in

isolated rural areas, P-900 for at-risk schools, and special education, where real spending per child

more than quadrupled.

These programs, which are complemented by free meals and snacks for poor children to en-

hance readiness-to-learn, are holistic, seeking to provide the key ingredients of quality: specially

designed materials, pedagogical practices emphasizing attention to diversity, teacher networks,

linkages to the community, and intensive, focused system support through specially trained super-

visors. They even include specific activities to compensate for a culturally deprived environment

In the better-off private subsidized schools which charge fees, scholarship funds were intro-

duced to mitigate social segmentation.

Although the agenda is far from completed, due to deep cultural barriers, administrative and

social rigidities, the Chilean model of "positive discrimination" ranks among the more thorough to

date in the developing world.

Lesson 5: Using student assessment and evaluation data to guide policymaking
increases program effectiveness

Chile is exemplary in the developing world in the priority education authorities have given to

regular, standardized student assessment as a source of feedback on system performance.

SIMCE has been used as a tool to track and correct gaps in learning between different groups or

regions. It has played the role of a compass in the open and flexible approach to reform adopted

during the 1990s and has become even more critical to strengthen accountability in the context of

the ambitious 1996 Full School Day reform.
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The SIMCE has been continuously refined. Its limitations in an increasingly competitive and

complex environment are recognized by the Chilean authorities. The SIMCE is presently under

review again, including the sensitive outsourcing option. Its results are public, they allow inter-

school comparisons as well as intra-school improvement, and weigh heavily in the SNED system

of merit awards to schools. The country also participated in the follow-up round of the Third Inter-

national Maths & Science Study (TIMSS) and the UNESCO/OREALC study of learning achieve-

ment across Latin America, for benchmarking purposes.

To complement the SIMCE the government regularly commissions high quality evaluations,

conducted by the most prestigious national universities and built into every program. Initially they

were mainly on a summative basis, but more recently the ministry has come to recognize the ad-

vantages of formative evaluations as inputs for mid-term program corrections.

This is well illustrated by the SNED, a system of biannual awards to the best performing

schools, which was subjected to an in-depth evaluation after each of its first rounds, in 1996 and

1998. The evaluations generated valuable guidance for the next round. As a result, Chile can now

boast one of the most promising performance reward systems in the world: one that is based on

fair competition, encourages teamwork among teachers, and serves as an incentive for behaviors

the reform wants to promote, such as ensuring more equal learning opportunities for students.

The SNED has been gaining acceptance, demonstrating how even as controversial an ap-

proach as merit awards to schools can have an impact on outcomes if its design and implementa-

tion are systematically informed by quality national and international data.

Lesson 6: Rethinking public and private roles can expand and help optimize In-
vestment in education

Chile has gone farther than perhaps any country in the world to redefine the roles of state and

market in education. The radical step taken by the military government in 1981 to separate the fi-

nancing from the provision of basic education is unique among developing nations (and only the

Netherlands among OECD countries has a similar nationwide system of school choice). The im-

pact that these policies have had on system efficiency was discussed above. A second major im-

pact of Chile's "marketization" of educationparticularly in higher educationis the mobilization of

substantially increased private resources for education.

Fees introduced in public higher education in 1982 (accompanied by means-tested student

loans) and the policy allowing subsidized private schools at the primary and secondary levels since

1993 to charge fees, have expanded total education financing by tapping the willingness to pay of

the better-off. The contribution of the private sector to education finance as a share of GDP today
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is virtually equal to that of the government (3.2 vs. 3.4 percent of GDP), and sums to a very high

(6.7 percent of GDP) level of total education spending by international standards (the average for

middle-income countries in LAC is 3 percent of GDP). Few analysts believe Chile's total education

spending would be as high today in a publicly dominated system.

Chile's separation of education finance from provision has not meant an abdicationor even

diminutionof government responsibilities in education, however. Quite the contrary: much of

Chile's success reflects an effective combination of state and private forces. The Ministry of

Education plays a strong role in quality assurance and protecting the vulnerable. It does this

through stewardship of the national curriculum (70 percent national, with 30 percent local variation);

ensuring ongoing assessment, evaluation and research; funding targeted programs to redress in-

equities; supporting teacher standards, certification and professional development; and managing

special programs to stimulate quality. The ministry does not hesitate to use centralized ap-

proaches when these offer significant economies of scale, as in the purchase of high-quality text-

books, which has pushed down the unit cost to US$3 and continuously raised publishers' stan-

dards; or in the negotiation of special rates with the Telecom system and of computer donations

from the private sector for the ENLACES program, against a ministerial commitment to provide

software, training and maintenance.

One of the most important lessons from Chile is that ideological solutions from either end of

the political spectrum are less effective in dealing with the complex challenges of quality, equity,

and efficiency in education than a willingness to mix and redefine the roles of the state and market

in innovative and pragmatic ways.

Unfinished Agenda

Chile's reform experiences of the last two decades merit widespread attention, as there is much

that other countries can learn. But Chilean authorities and education researchers would be the first

to acknowledge that their system is still far from perfect. Indeed, as noted above, Chile's appetite

for ongoing evaluation and progressive innovation is another key driver of its educational progress.

The ministry's current institutional focus is on three challenges:

Creating a genuine "learning organization" to overcome institutional fragmentation

Just as it broke teacher isolation by establishing professional networks, the ministry is now en-

gaged in the slow process of transforming itself into a "teaming organization" in order to overcome

its institutional fragmentation.
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In recent years, quietly, a variety of information-generating systems have been upgraded to com-

plement the SIMCE: the ministerial Management Information System; the Inter and Intra-net sys-

tem; Public Information Offices; participation in the OECD and UNESCO indicators and statistics

programs; setting up a Knowledge Management Unit and network; and conducting internal and

external surveys. These tools are already helping the sectoral leadership make better informed de-

cisions. When fully operational, they will be accessible to all ministry personnel and eventually to

all schools, feeding the national conversation on quality.28

More than technical, however, the real challenge is about nurturing among staff a culture of con-

tinuous enquiry, promoting vertical and horizontal, inter-unit and cross-disciplinary exchanges of

information, and improving communication, so that educators understand the concerns of econo-

mists (and vice-versa) and are ready to negotiate with them. Ultimately, all the networks should

link up to form a community of practitioners capable of consolidating the shared vision and taking

on the job of continuously preserving and enriching it

Quality Assurance

A "learning organization" is one of several strategic weapons to achieve system-wide coherence.

But it is not enough.

The ministry's quality assurance framework still needs deepening. By the end of the 1980s, Chile

had an accountability system that gave schools some degree of autonomy in the use of resources,

allowed parents choice and exit decisions, provided some aggregate measures of system quality

(SIMCE) and relied on a system of physical checks by inspectors for the payment of the capitation

grants (vouchers) to schools. During the 1990s school autonomy has been increased, school-level

performance information made publicly available, and an "accountability support" infrastructure

training, information, technical assistance, positive incentivesdeveloped at the ministry level.

Less has been done in the way of "accountability interventions." With mounting societal demands

for quality and equity, the ambitious 1996 Full School Day Reform, and recent concerns with

sustainability, Chile has only started the path leading from "educational accounting" to "educational

accountability."

The next wave of reform, in the eyes of ministry staff, should aim at raising the "demandingness" of

the education system further. This will require tightening existing building blocks, such as accredi-

tation, testing, and review of school development plans and school-based projects. It may require

new instruments, such as comprehensive, qualitative, school-level reviews, as in New Zealand and

28 The ministry also needs to reactivate educational R&D, which between 1990 and 1997 was allowed to de-
dine from 9 to 2 percent of educational spending.
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the United Kingdom (but in a format that emphasizes support over sanction). Standards will have

to be gradually raised, ensuring that they are both realistic and challenging enough to put the sys-

tem on a continuous improvement mode. And, ultimately, the government will have to face the dif-

ficult issue of what to do with persistently failing schools, perhaps adopting variations around the

approaches used in other decentralized systems (Chicago, Kentucky, the. Netherlands, the U.K.,

New Zealand); these include putting such schools under the oversight of a distinguished educator

or under probation, and eventually "restructuring" them through the appointment of new managers

and teachers. For a system such as Chile's where a significant share of the schools are legally

"private," such stepshowever necessaryis likely to present challenges.

Greater social control to reconcile public expectations for more democracy and more
accountability

One anomaly of Chile's education system is that while the system grants parents substantial

"choice," neither they nor the broader community today enjoy a strong "voice" in the schools. The

evidence from a multitude of countries around the world suggests that direct parent and community

involvement in school governance is positively correlated with school improvement (although, of

course, these systems do not have school choice). School Councils are about to be piloted in

Chile where, until now, directors and teachers have resisted the idea, parents have not been forth-

coming and the municipal governments have done little to build up democratic school leadership.

Experiments in Latin America (El Salvador, Minas Gerais, Nicaragua) and elsewhere (Chicago, the

Netherlands, the State of Victoria, Australia) suggest that a well-balanced school level governing

body is healthy from a participation perspective and can strengthen educational quality, as long as

directors and council members are properly trained and have the information they need.

A similar trend is to increasingly involve another legitimate stakeholderteachersin quality as-

surance. As a first step, Chile has invited teachersuniversity academics, practicing teachers, and

union representativesto participate in the definition of teaching standards. Experiences world-

widee.g., New South Wales (Australia), or Ontario (Canada), or the U.S., where teacher stan-

dards have been entirely developed by the profession itselfdemonstrate that this avenue, al-

though occasionally bumpy, is the most promising one for a government to progress from a con-

frontational mode with an industrial-type union to a partnership with a professional association in-

terested in issues of quality along with the working conditions of its members.

Political Accountability

Another facet of the accountability challenge has to do with the fact that the mixed nature of the

Chilean education system (with market and social policy elements, vertical and horizontal tensions)

has generated conflicts between political and economic signals. As noted by Gauri (1998), the fact
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that a high proportion of children attend out-of-municipality subsidized schools reduces the pres-

sure on elected officials to improve the quality of those schools under their responsibility. The exit

of the elite from the public system (as in many other countries) has further contributed to this failure

to exercise voice, because their children are not affected. The fragmented governance discussed

earlier has inhibited the circulation of different types of information which should be crossed to op-

timize sectoral management Aligning policies, instruments, institutions and organizations on the

stated goals is one of the golden rules of education reform.
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The road to reform in Chile has been neither straight, nor smooth or painless. But the result is one

of the most innovative, cost-effective and comparatively equitable education systems in the devel-

oping world. Far-reaching changes have been introduced in what is taught and how education is

delivered. Most of the instruments of a modem education systemtransparency, student as-

sessment, a flexible curriculum, targeting, investment in quality inputs, attention to classroom proc-

esses, continuous professional development and school autonomyare present in Chile's system

and have been present longer than in most other countries, including some OECD countries. And

the system is still evolving.

The gift of today's Chile to the world education community is twofold. In areas where it has been

particularly successfulmobilizing public and private involvement based on comparative advan-

tage, investing in the inner workings of schools, using assessment to guide decision makingit

offers, not a model, but proof that significant change is possible in education and concrete avenues

for implementing it. In areas where the agenda is still unfinishedequity and the modernization of

educational institutionsits efforts and the difficulties it is groping with are substantive contributions

to the international debate on such issues as secondary level tracking, effective governance,

regulation and enforcement mechanisms in a decentralized system, the role of the state and public

participation in the process of change.

The key lesson from the Chilean story is that, ultimately, to be successfulto have an impact on

learning for all, go to scale and be sustainablereform requires linking macro-level instruments

(incentives, financing and governance structure) with the micro level (school and classroom proc-

esses). Recognition that no single set of tools will do was the de facto agenda of the 1996 FSD

reform. Dealing with the complex challenges of quality, equity and efficiency in education requires

pragmatic solutions: developing what works and dropping what does not, always guided by objec-

tive measures of progress and performance. Reinventing education systems to meet the needs of

a 21st century global economy requires results-oriented bipartisanship and innovative use of both

the public and private sectorsactions Chile has pioneered. The pragmatic story of two decades

of education reform in Chile holds lessons for education systems across the post-modem world.
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nnexjab. le'lrA,,IS,10:0,§Salts 1988?
Secondary

Sciences/
Humanities

Education
Voc./Tech.Grade 4 Grade 8

y pe of School/ 1988 1990 1992 1994 1996 1989 1991 1993 1995 1996 1993 1994 1993 1994
)iscipline

lath
lunicipal 48.30 56.20 63.70 65.41 67.80 51.54 48.48 52.88 54.28 59.49 39.92 42.97 37.87 39.64
ubs.-Private 54.70 63.20 69.60 71.39 73.10 56.19 54.47 57.63 59.94 65.34 47.04 51.58 37.96 40.79
Tivate 73.30 80.10 85.30 86.44 85.60 76.03 72.10 74.73 77.51 80.86 63.51 67.90 48.12 40.10
'oc./Tech.

panish

* * * 43.97

lunicipal 50.20 57.20 64.00 63.44 68.20 52.99 51.80 55.12 55.85 62.15 50.72 57.97 50.85 56.38
ubs.-Private 58.00 54.40 70.70 69.93 74.20 58.85 56.99 61.11 61.11 68.41 58.27 66.49 50.36 57.44
rivate 79.00 80.80 86.80 83.69 86.10 76.73 72.61 76.80 74.63 80.39 69.56 75.51 67.19 61.90
'oc./Tech.

verage

* * * 59.97

lunicipal 49.25 56.70 63.85 64.43 68.00 52.27 50.14 54.00 55.07 60.82 45.32 50.47 44.36 48.01
ubs.-Private 56.35 58.80 70.15 70.66 73.65 57.52 54.73 59.37 60.53 66.88 52.66 59.04 44.16 49.12
rivate 76.15 80.05 86.05 85.07 85.85 76.38 72.36 75.77 76.07 80.63 66.54 71.71 57.66 51.00
oc./Tech. " * * 51.97

Not given the test

Anpex'Table,B: Student Achievement,

Unsubsidized Munici al Schools

SociOeconomic Status and School Costs

Voucher Schools

in 1 994-96

Elite Private
Non-reli ious Catholic

Mothers schooling
ears

7.5 9.3 10.7 14.2

Father's schooling
ears

7.7 9.6 11.2 15.4

Monthly family
income '000 esos

165 288 302 1117

Annual unit cost
'000 esos

430 393 493 731

Raw difference in student achievement over munici al schools
'Math score 3.2 10.0 18.0
S anish score 3.9 11.4 18.6

Difference ad'ustin for household factors
Math score -0.9 2.7 4.7
S anish score - -0.8 3.2 4.3

Difference ad'ustin. for household and school factors
Math score 0.6 2.6 5.1

S anish score - 0.6 3.0 4.9
Source: McEwan and Ca noy (1999)

BEST COPY MAI LE
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7r17747WATESartMIRM7176(2t1
Level of
Education

Program
!IV Le ,,. W.5717717470757"

Income Quintile Total

I II III IV V
I. Preschool Preschool

(MINEDUC)
30.5 27.6 18.2 16.9 6.8 100.0

Kindergarten 34.2 33.0 18.7 9.8 4.4 100.0
Preschool
(INTEGRA)

47.0 27.5 17.6 5.7 2.3 100.0

Total 34.9 29.6 18.2 12.2 5.1 100.0
II. Basic

Basic
(MINEDUC)

35.8 27.0 18.0 13.5 5.8 10.0.0

Basic (PAE) 57.0 21.1 15.0 5.6 1.3 100.0
School
supplies

54.4 26.0 11.7 5.7 2.2 100.0

School books 38.8 26.9 17.4 12.0 4.8 100.0
Dental care 42.0 29.5 15.0 9.0 4.6 100.0
School health 46.3 26.0 15.1 8.3 4.2 100.0
Total 38.2 26.3 17.6 12.5 5.3 100.0

III. Secondary
Science/
Humanities

Vouchers 22.1 22.8 21.5 22.6 11.0 100.0

Vocational/
Technical

Vouchers 29.2 25.9 22.3 14.2 8.5 100.0

Vocational/
Technical

Contributions
from Firms

29.2 26.8 25.9 13.2 5.0 100.0

Secondary
(PAE)

42.1 26.0 15.2 13.3 3.5 100.0

Total 26.5 24.7 22.2 17.6 9.1 100.0
IV. Adult

Vouchers 19.0 32.5 25.3 18.5 4.7 100.0

V. Higher Student Aid 6.3 16.3 37.9 20.5 19.0 100.0

Total 34.0 26.1 19.4 14.0 6.5 100.0
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